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Politics: a Major Ob- 
struction to Railroad Regulation 


What happens when local sentiment, aroused by 
a proposed abandonment of an unprofitable pub- 
lic service, is capitalized by officeholders. A 


problem in political economy; 


and the solution 


By EDWARD HUNGERFORD 


\ N 7 HEN a manufacturer of 

shoes, or of stoves, or of 

ships gets into hard lines and 

a dull market, what does he do? He 

shuts up shop. He immediately re- 
duces his expenses, radically. 

But when a railroad gets into sim- 
ilar misfortune, what does it do? 
Shut up shop? Never. It cuts down 
expenses; as far as it can be done, 
which is not apt to be very far. The 
railroad must always carry on—seem- 
ingly forever and the proverbial day. 
It is a ceaseless, tireless thing; an ar- 
tery of traffic, if you please. As such 
it cannot quit—except in final and 


direst emergency. When, after a 
great deal of effort and a vast amount 
of legal effort, it finally may be per- 
mitted to tear up its rails and sell its 
stations and right of way. 


Senn probably is twenty per 
cent—perhaps thirty per cent— 
of line of our American railroad 
structure that should be torn up and 
abandoned tomorrow. 

Freight revenues from 30 per cent 
of line across the land last year came 
to but 2 per cent of the total rail 
freight revenues for the nation. Pas- 
senger ratios were far less. 
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The answer to such a situation 
should be obvious. It gradually be- 
came quite obvious to the electric rail- 
ways—both city and interurban, par- 
ticularly the latter. Only the steam 
railroad, in all fairness, should not be 
asked to keep its highly unprofitable 
lines running, as did some of the 
cross-country and small town electric 
ones, up to sheer and hopeless bank- 
ruptcy. 

Yet let a steam road try to rip up a 
single mile of track over which it has 
been attempting to operate even the 
most meagre sort of regular service 
—freight or passenger—and a high 
mountain of trouble awaits it. 


OR some years the Delaware and 

Hudson has been attempting to 
abandon the single once-a-day passen- 
ger train that it had been operating 
between Plattsburg, New York, and 
Ausable Forks, some twenty miles 
distant. The doom of that little 
train had long since been sealed. Mo- 
tor car and bus competition had set- 
tled its fate. The public service com- 
mission at Albany was complacent 
with the idea of its removal. So 
were most of the folk along that 
branch-line railroad. One man was 
not. His name is Rockwell Kent and 
he is an outstanding artist; an out- 
standing man in more ways than one. 
Mr. Kent threw down the glove of 
battle to Mr. Loree of the Delaware 
and Hudson. He awoke a quiescent 
public opinion, aroused a sympathetic 
press, and the D. & H. was compelled 
to keep its train in operation—at no 
little daily loss—for a time thereaft- 
er. 

But only for a time. 

Eventually—Rockwell Kent or no 


Rockwell Kent—the train had to 
come off the time-tables. Aroused 
public opinion did not result in pas- 
senger traffic. And so the train did 
come off. That small branch is now 
operated only for intermittent freight 
service; gauged to the traffic offered. 


N™ York Central has a similar 
stellar example in the Lake Ma- 
hopac branch of its Harlem Division. 
This small branch was built more than 
half a century ago to serve the very 
evident needs of a popular inland re- 
sort some fifty miles out from the 
city. Until the coming of the paved 
road and the automobile, it was, at 
least, a fairly profitable little stretch 
of track. Today it is something much 
worse than a mere loser. Three 
times the road has asked permission 
to abandon the line; and three times 
it has been refused. One man, the 
possessor of a low-priced family 
ticket and an obstinate nature, has 
been able to hold regular passenger 
service upon the branch (performed 
by a single gasoline-unit coach), al- 
though frequently he is the only pas- 
senger upon it. And sometimes even 
he fails to show up at all. And then 
the little train runs, absolutely devoid 
of all revenue. 


ag has become the fashion of some 
railroaders, big and little, to damn 


all regulation and regulatory com- 
missions, without discrimination. I, 
myself think that this is wrong. Reg- 
ulation the railroads brought upon 
themselves many years ago and regu- 
lation, in many instances, has proved 


to be their salvation. Moreover the 
regulatory commissions as a rule are 
composed of men of honesty and sin- 
cerity and, not infrequently, of great 
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ability. That there is a duplication of 
regulation and much overlapping is 
most unfortunate—to put it mildly 
—but that is no more the fault of the 
regulatory commissions than it is of 
the railroads, themselves. It is the 
fault—if you choose to call it such— 
of our rather loosely constructed gov- 
ernmental system here in the United 
States. Railroads are by no means 
the only sufferers from duplicate and 
sometimes conflicting governmental 
processes. How about thousands of 
payers of taxes, both state and Fed- 
eral? 

The real fault, it seems to me, in 
all of this goes far deeper than reg- 
ulation and regulators. It becomes 
distinctly—and unpleasantly—politi- 
cal. 


Bees a steam railroad even begin the 


effort to tear up an unprofitable 
branch or side line, and see the pro- 
test that goes up. Which is pretty 
apt to become quickly translated into 
some sort of drastic political action. 
The little branch up to the county 
seat, which, with its antiquated train 
service, for a dozen years or more, 
has become an object of derision and 
of scorn, suddenly looms high in the 
affections of that county seat. For 
a good reason. The taxes from that 
little “streak of rust,” as the local folk 
like to dub it, have been welcome ad- 


ditions to the county treasury; they 
have helped pay for schools and what 
not, they have even helped pay for 
those paved roads which were the 
direct cause of the death of business 
upon the branch. 

Towns, threatened with a loss of 
rail service, suddenly become tremen- 
dously apprehensive about it. But 
few of them are willing to give any 
real guarantees of patronage in case 
the train service is restored—or re- 
tained. 

Yet the process is an inevitable one 
and it is bound to come—and soon. 
In fact, it already has begun. It is 
more than a dozen years past since 
the New Haven completely abandoned 
its branch to Shelburne Falls, up in 
northern Massachusetts; nearly as 
long a time since the one-time impor- 
tant Colorado Midland, reaching 
some two hundred miles from Colo- 
rado Springs up over the Continental 
Divide to Leadville and Glenwood 
Springs went completely out of busi- 
ness, sold its rolling-stock, tore up its 
rails, and let its great competitor— 
the automobile—have the use of its 
2-mile tunnel under the crest of the 
Divide. Other instances of complete 
abandonment of steam railroad line 
might be made. 

Far more important abandonments 
are to come—and not in the distant 
future. 


e 


cent—of line of our American railroad structure that 


q “THERE probably is twenty per cent—perhaps thirty per 


should be torn up and abandoned tomorrow. 


Yet 


let a steam road try to rip up a single mile of track over 
which it has been attempting to operate even the most 
meagre sort of regular service—freight or passenger—and 
a high mountain of trouble awaits it.” 
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|B peoieanggerinag of large rail sys- 
tems, after almost interminable 
delays, is now briskly on its way and 
is to be the powerful lever by which 
most of these are to be accomplished 
henceforth. The great mass of track- 
age and dozens of separate roads in the 
congested territory north of the Po- 
tomac and the Ohio and east of Chi- 
cago and St. Louis are now in a fair 
way to be welded into four reasonably 
compact railroad systems—New York 
Central, Pennsylvania, Baltimore and 
Ohio, and the so-called Van Swerin- 
gen lines (Erie, Nickel Plate, Pere 
Marquette, Chesapeake & Ohio, and 
others). This is the so-called “4-par- 
ty” plan. The inevitable result of this 
economic move—done with the full 
approval of the Transportation Act of 
1920 and of the greatest of all regu- 
latory bodies, the Federal Interstate 
Commerce Commission—is going to 
be to do away with much parallel and 
superfluous track mileage. But not 
with all of it. 

The Lehigh Valley (become a part 
of the Van Sweringen group) and the 
Central of New Jersey (become part 
of Baltimore and Ohio) will still con- 
tinue to parallel, in a sort of fruitless 
competition, all the way from the out- 
skirts of New York to Wilkes-Barre; 
the Erie branch (Van Sweringen) 
and the Lackawanna (New York 
Central) will still stretch themselves 
alongside of one another from Cor- 
ning, New York, up to Wayland; the 
Detroit, Toledo and Ironton (former 
Ford road) and the Baltimore and 
Ohio will continue, with their paral- 
lel lines for many miles north of 
Lima, Ohio, to together compete, not 
only with each other, but with the 
nearby Big Four (New York Cen- 


tral) for the small modicum of busi- 
ness running north and south across 
western Ohio. These are conditions 
that probably cannot be helped, or cor- 
rected; not in the immediate future, 
at any rate. Otherscan. The absorp- 
tion of western Maryland by Balti- 
more and Ohio gives the parent com- 
pany the opportunity, of which it will 
avail itself, to abandon a good many 
miles of parallel and expensive track, 
in western Maryland and in West 
Virginia. Other sections of western 
Maryland line can be used advantage- 
ously by B. & O. as relief lines for its 
seasons of extra-heavy freight traf- 
fic; particularly in its congested “bot- 
tle-neck” in the valley of the Potomac. 


His “4-party plan” has never 

been extended into New Eng- 
land, for the simple reason that the 
parties to it have never been able to 
agree as to the distribution of the 
railroads east of the Hudson river. 
Even the nearby Delaware and Hud- 
son, lying almost entirely west of that 
stream, has been such a perplexing 
problem that, up to the present time, 
at least, it has been left completely out 
of the consolidation plan. 

The stumbling point in most of the 
New England plans seems to be in 
New York Central’s control of the 
important, strategic, and highly prof- 
itable Boston & Albany. That his- 
toric road years ago became, to all 
intents, the Boston branch of the 
Vanderbilt system, stretching 200 
miles eastward from Albany, the 
great right-angled turn of the New 
York Central main line. This alli- 
ance more than thirty years ago was 
strengthened and riveted by a long- 
term lease. In recent years, and in 
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The Reversal of Public Senti- 
ment about “Pooling” 


ae i was not so many years ago 
that the very word pooling had 
a rather nasty sound, to shippers and 
to economists alike. Today 
there has been an almost complete 
reversal of opinion in regard to the 
idea. For one thing, a form of it 
has been tested—under regulation 
and with the consent and cooperation 
of the regulators—in certain pas- 
senger services and with complete 
success.” 


ava. wvava”. 
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the recent era of great rail prosperity, 
Pennsylvania (New York Central’s 
powerful and traditional rival) ob- 
tained practically complete control of 
New Haven and of Boston and Maine. 
These last two roads almost divide 
the rail traffic of New England into 
two great halves, south and north. 
Boston and Albany acts as a division 
line between them. 

For two decades past, the New 
England roads, as a group, have fared 
rather badly. Always in a classifica- 
tion known as “short-haul” roads 
(with their longest through runs av- 
eraging from 250 to 300 miles), they 
have been the hardest hit, as have all 
short-haul roads, by the fierce com- 
petition of the highway. A few years 
ago they appealed to their larger 
brethren west of the Hudson (to 
whom they act as feeders), for a bet- 
ter division of the through freight 
rates. And got it. For a time they 
felt, appreciably, this relief. The re- 
cent industrial depression and drop 
in traffic, however, has worn off 


nice edge of all these benefits. 


the 


| prerggegeovane repeatedly has said 
that it stood entirely willing to 
give up its interests in both New 
Haven and Boston and Maine, if 
New York Central would be willing 
to drop Boston and Albany. New 
York Central is loath, to put it rather 
mildly, to drop a good property which 
it has spent many years in upbuilding 
and in knitting to the main trunk of 
the system. Other trunk-line roads 
have valuable entrances to New Eng- 
land; the Canadian National in its 
Central Vermont, all the way from the 
Canada line to New London on Long 
Island Sound, and in its Grand Trunk 
to Portland; while the Canadian Pa- 
cific has one of its main stems cutting 
right across northern Maine. 

The entire New England situation 
is apt to remain in a muddle for a 
long time to come. Providence has 
dreams that in some sweet day the 
Southern New England (begun by 
Charles M. Hays twenty years ago 
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in the days of the old Grand Trunk 
régime and carried well forward 
toward completion) will be finished, 
perhaps by New York Central, south- 
east from Palmer, as an important 
branch of its important Boston and 
Albany. (Or perhaps even for Cen- 
tral Vermont.) That sweet dream is 
hardly likely to be realized. Existing 
trackage and trackage rights would 
be more than able to take care of all 
the rail traffic needs of Providence 
this year, and for many a year to 
follow. For any competitor that 
might care to come into that field. If 
any one cared. Which is dubious. 

Here then is another phase of this 
problem—trackage rights. 

Consolidation and intelligent regu- 
lation together are apt to go far down 
this last pathway. 


y was not so many years ago that 


the very word pooling had a rather 
nasty sound, to shippers and to 
economists alike. Yet it was not be- 
cause of the idea—fundamentally 
correct and economic—but because of 
the rather shady methods that were 
used to put it into operation. In the 
days before regulation came. 

Today there has been an almost 
complete reversal of opinion in re- 
gard to the idea. For one thing, a 
form of it has been tested—under 
regulation and with the consent and 
codperation of the regulators—in cer- 
tain passenger services and with com- 
plete success. 


M than fifty years ago the early 
Northern Pacific pioneered in 
putting down a north and south line 
between Portland, Tacoma, and Seat- 
tle (about 150 miles). It prospered. 
A few years later other systems— 


trunk-lines, pushing their way out 
across a continent from the east— 
hankered for that prosperous traffic. 
James J. Hill built his Great Northern 
to a point on Puget Sound consider- 
ably north of Seattle and longed for 
his own direct entrance into both 
Tacoma and Portland. The Union 
Pacific bought the Oregon Railway 
and Navigation Company extending 
down the south bank of the Columbia 
river into Portland, and coveted its 
own line north into Tacoma and 
Seattle. It even began to build such 
a line; a long tunnel reaching north 
from Portland and a line starting 
south out of its fine new passenger 
terminal in Seattle actually were con- 
structed. It was Harriman 
against Hill, and for a time it was 
a battle royal, between giants. 
Eventually common sense ruled and 
a deal of superfluous and parallel 
rail construction was avoided. The 
first comer (Northern Pacific) was 
double-tracked and put in excellent 
condition to handle all traffic of the 
three systems between Tacoma and 
Portland. For a while each of them 
continued to run its own passenger 
trains; in many cases, simultaneously, 
or practically so, out of the three 
cities. Then more common sense 
came into the picture. Train services 
were reduced, until (with the excep- 
tion of heavy night expresses, with 
many through sleeping cars to be 
handled) trains were “staggered” to 
leave at different hours, most conven- 
ient to their patrons and to the trunk- 
line connections to be made at Seattle 
and at Portland. It was ruled that 
the tickets of any one of the three 
participating roads would be made 
equally good on any of the trains 
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—no matter which particular com- 
pany might happen to be operating it. 


HIs simple and logical plan has 

also been extended to a situation 
of about similar length and position 
—between the twin cities of St. Paul 
and Minneapolis and Duluth. Also 
with complete success. The wonder 
is that it has not been done more often. 
Other vexing situations are crying 
for it—particularly west out of Chi- 
cago—to the Twin Cities, to Omaha, 
to Kansas City, and to St. Louis. In 
these trades, there is more duplicate 
and parallel high-grade passenger 
service than anywhere else in the land. 
(Excepting, always, Canada, where 
there is a similarly bad condition be- 
tween Quebec, Montreal, Ottawa, and 
Toronto, which, however, is likely to 
be remedied in the immediate future. ) 
The New York-Chicago situation is 
pretty bad and so is the New York- 
Washington one. And none of these 
is apt to be remedied by the present 
4-party consolidation plan of the 
northeast. 

Economic conditions are going to 
remedy them, however. Already defi- 
nite deductions have been made in 
the New York-Chicago situation with- 
out any real loss of service to the 
passenger, in fact, by a reduction of 
train running-times, an actual im- 
provement to him. Some of the 
competing passenger trains in the 


East have been doing pretty badly of 
late. Others, of established worth 
and prestige, such as the Capital 
Limited, the Congressional, and the 
Twentieth Century are among the 
most profitable of the company’s fleets 
that they head. Which perhaps points 
its own moral. 


| am sowraeme there arises a very 
serious difficulty in the fact that 
trains serving terminal points in com- 
mon may serve vastly different inter- 
mediate cities, well removed from one 
another. This is a problem that re- 
quires a good deal of thought for 
correct solution. Yet it is by no 
means impossible of solution. Roads 
in noncompetitive rail territories— 
such as the New Haven between New 
York and Boston and the Southern 
Pacific between Los Angeles and San 
Francisco and Portland,—long since 
solved it, not only to their own satis- 
faction but to that of their patrons. 
With two divergent routes serving 
these terminal cities, they arranged 
adequate service for each route and, 
as far as possible, “staggered” the 
leaving-times upon all of them. 
Between competing lines and under 
present-day conditions, this last step 
is always difficult of accomplishment. 
Each road seems to be fearful that its 
neighbor will get a little bit the better 
break; the more advantageous leaving 
or arriving time at some point, that 


e 


lapping is most unfortunate, to put it mildly, but that is no 


q “Tuat there is a duplication of regulation and much over- 


more the fault of the regulatory commissions than it is of 
the railroads, themselves. It is the fault—if you choose to 
call it such—of our rather loosely constructed governmental 
system here in the United States.” 
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will give it decided advantage in 
bringing patronage to it. On this 
very rock most of the plans for co- 
Operative passenger service go to 
pieces. 

But in the noncompetitive terri- 
tories just cited, the railroad owning 
all the lines between terminal cities is 
generally indifferent as to which par- 
ticular route the traveler prefers to 
patronize. It gets the fare in any 
event; and the fare is made the same 
amount in dollars and cents upon all 
of the routes. 

Which brings me direct to the im- 
portant point that I have been trying 
to make; pooling. 


[ the four railroads connecting 
Chicago and St. Louis decided to 
—were permitted to—pool their trains 
and then their earnings; taking a 
percentage division of the latter, equal 
to, say, based on a percentage record 
of the passenger earnings of the four 
roads in Chicago-St. Louis service, 
based upon an average 5-year or a 
10-year period, it would not make 
much difference which road ran any 
particular train. For a through non- 
stop service it would be, probably, 
logical to use the line of shortest mile- 
age between the two cities (in this 
particular case, the Alton, which al- 
ready operates just that sort of serv- 
. ice) but adequate service would, of 
course, have to be provided for the 
intermediate points of the other three 
divergent lines. Adequate but not 
wasteful. With the eventual result 
that probably fifty per cent of the 
present highly wasteful service be- 
tween the two cities (a savings which 
may be estimated roughly at from 
$2,500 to $3,000 a day) could be 


eliminated without seriously impair- 
ing the service between the terminals. 
In fact, improving it. For with the 
competitive feature removed, the 
trains could be so staggered that a 
man at either terminal would have a 
far wider chance of finding one leav- 
ing at an hour to suit his convenience 
than at the present time when the 
fourteen trains (in each direction) 
are, for competitive reasons, so 
bunched that there are really only 
about three practical leaving times at 
each city, each twenty-four hours. 
This would be a progressive step. 
It is an economic step. It is a sensible 
step. But it is a step that only can be 
accomplished through legislation and 
through intelligent regulation. Noth- 
ing less. The Chicago-St. Louis 
situation is only one of two dozen or 


’ more that might be immediately and 


intelligently rectified; to the benefit 
of all concerned. 


as those who still hold competi- 
tion between the individual car- 
riers as their great god, there may be 
offered the comforting thought that 
such a step as this does not necessarily 
alter the fundamental principle of 
competition between the individual 
roads. After all what has the average 
railroad to offer, that its competitor 
has not? Ina few instances, perhaps, 
the advantageous (or disadvantage- 
ous) location of passenger stations. 
Or special scenic attractions (for 
what they really are worth). But only 
in a very few. In all others the roads 
stand practically equal. Their fares 
—both regular and excursion—are 
fixed and equal, their dining cars 
offer practically the same food and 
at the same prices; their cars for the 
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The Danger of Political Interference with Economic Law 


ae HE real fault, it seems to me, in all of this goes far 

deeper than regulation and regulators. It becomes dis- 
tinctly—and unpleasantly—political. Let a steam railroad 
even begin the effort to tear up an unprofitable branch or side 
line, and see the protest that goes up. Which is pretty apt 
to become quickly translated into some sort of drastic political 


action.” 





most part are standardized to the nth 
degree and highly similar. Pullmans 
exactly so. Even running times be- 
tween terminal points have been 
brought (by codperation and agree- 
ment) to almost the same precise 
number of hours and minutes. With 
these things in mind, the competition 
between these roads becomes a man 
of straw. A joke. The young men 
who go out to solicit traffic away 
from one another for them, do so 
with their tongues in their cheeks. 
They very well know that there is 
little that they have to offer that the 
other fellow cannot offer. And the 
reverse. 


HAVE set all of this down in con- 

siderable detail because it is a typi- 
cal instance of what intelligent con- 
ception and direction—both private 
and governmental—might accomplish 
in this highly involved railroad situa- 
tion at just this critical moment. 
There are other important possibili- 


ties—the repeal of the recapture 
clause, taxation relief, a more flexible 
arrangement of filing and revising, 
and approving rate tariffs 

this list can be extended to a consider- 
able length. Through the intelligent 
action of their masters at Washington 
and the loyal one of their employees 
the roads recently have been greatly 
aided in two most important problems 
of their activities. But these reliefs 
are, in their very nature, largely tem- 
porary. Permanent help must come 
in other ways. Such as these. 


N” only can common-sense pool- 
ing and cooperative arrange- 
ments such as have just been set down 
come to the immediate aid of the 
roads, but there might well be a lessen- 
ing of the statutory obligations that 
constantly are being heaped upon 
them. Here is a definite instance of 
this sort of thing: 

A quarter of a century ago the 
three sizable roads serving the city 
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of Troy (New York Central, Dela- 
ware and Hudson, and Boston and 
Maine) decided to tear down the 
ancient and rather battered passenger 
station that had served that trim city 
for many years and to replace it with 
a modern and adequate structure. 
This was done. But in doing it, a 
colossal mistake was made. To reach 
the old station the three railroads 
crossed many of the streets in the 
heart of the town, at level. A new 
station—in an entirely new location, 
perhaps—might have rectified this; in 
a day when both town and its rail 
service had grown to goodly propor- 
tions. But it did not. It was 
plumped down upon the same old site, 
which, because of the limitations of 
a tunnel and other matters, meant a 
retention of all the level crossings. 

Now, at this late day, when the 
local passenger services in and out of 
Troy have been reduced to an almost 
irreducible minimum, the state moves 
to effect a wholesale grade-crossing 
removal there; at a cost of some 
$7,500,000, roughly speaking. The 
entire assessed valuation of railroad 
property within the limits of the city 
comes to only about $2,500,000. One 
can imagine the pleasure that the three 
roads, in this day and with their pas- 
senger traffic at its lowest figure in 
many years, face the possibilities of 
this thing! 


= it is this same thing that is 
being reproduced all the way 
across the land. Civic boosters and 
real estate promoters at Los Angeles 
are compelling the Southern Pacific, 
through political pressure, to aban- 
don its comparatively new and very 
handsome passenger station there, and 


go in with its competitors, Santa Fe 
and Union Pacific, in the construction 
of an elaborate new station, all for 
the glorification of the town. 

At the town’s expense? 

Not a bit of it. American towns 
build airports and municipal wharves 
but they do not build railroad ter- 
minals. Not that I have ever found, 
at least. The fact that a very slight 
adaptation of the present commodi- 
ous Southern Pacific station would 
bring plenty of room for Santa Fe 
trains (those of the Union Pacific 
already use it) has apparently not the 
slightest effect upon the citizenry of 
the chief town of lower California. 
They do nothing whatsoever to aid in 
the solution of the railroad problem; 
they complicate and hinder it. 


I REPEAT that never was there better 
opportunity—or as good an op- 
portunity—for intelligent conception 
and direction—both private and gov- 
ernmental—in this highly involved 
railroad situation right here in the 
United States. Foreign railways have 
their own great problems at this par- 
ticular moment, even our cousins up 
in Canada are not very happy these 
days, but in none of these nations is 
rail transport more complicated and 
more critically involved than right 
here in these United States of Amer- 
ica at the beginning of this year of 
grace, 1932. To bring it out of all 
these complications takes wit and 
thought and cool and competent deci- 
sion. Not only on the part of the 
actual operators of the carriers, but 
on the part of those who so often sit 
in judgment upon them. 

Which thought is commended to 
the attention of these very men. 
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When the Utilities Pay the 
Cost of Their Own Regulation 


Does the new tax law in Wisconsin impose the 
actual burden of expense upon the utility stock- 
holder—or upon the ratepayer?r 


By HENRY C. SPURR 


chastened,” as Mr. Coolidge says, 
the tax burden is making itself 
felt. The people are becoming tax con- 
scious. They are beginning to un- 


[ these days when we are “being 


derstand that governmental activities 
cannot be constantly expanded with- 
out increase in taxation. 

Legislators cannot be blamed, there- 
fore, when in looking for new sources 
of revenue, they seek those which will 
be as inoffensive to the people as pos- 


sible. They would perhaps be less 
than human if, in carrying out this 
purpose, they did not sometimes dis- 
guise the effect of taxation by appear- 
ing to tax one group of individuals 
when they are really taxing another. 
Nevertheless, this is an unsatisfactory 
and also an unfair way to handle tax 
problems. Taxation ought to be dealt 
with openly and frankly. The sooner 
the people understand what taxes are, 
what they are for, and who pays them 
and why, the better it will be for 
everybody. 
Here is a specific case in point. 


N January 12th the Wisconsin 
Supreme Court upheld the Wis- 
consin law imposing upon utilities the 
expense resulting from their regula- 
tion by the state. 

The act requires individual utilities, 
examined or investigated by the pub- 
lic service commission, to pay the ex- 
penses reasonably attributable to such 
investigation. There is a proviso in 
the law, however, that the commission 
may relieve a utility company from 
the duty of paying, if the commission 
finds that the public interest requires 
that the utility should be exempted. 

The legal battle was waged prin- 
cipally over this proviso. The in- 
tricacies of the constitutional ques- 
tions involved need not be gone into. 
It is sufficient to say that the law in 
its entirety was sustained. 

Evidently there was some curiosity 
at the time the case was argued as 
to what circumstances would justify 
charging the cost of a utility investi- 
gation to the public under the pro- 
visions of this law. “In a selfish 
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aspect at least,” said the court, “the 
public interest would always require 
the public utility to bear this expense.” 

One of the public service commis- 
sioners was asked to state the circum- 
stances under which public interest 
would require such an exception. 
Discussing his testimony, the court 
said: 

“As an illustration he referred to the 
fact that there was a telephone company 
in the state whose reports indicated a most 
economical and efficient management of its 
affairs, and disclosed rendition of service 
at a strikingly low cost. The public serv- 
ice commission, in order to ascertain the 
methods employed by this telephone com- 
pany to bring about such economy, con- 
ducted an investigation of the books and 
affairs of that company for the purpose 
of advising itself with reference to its 
methods.” 


H™ then, was an instance in 
which the commission was in- 
vestigating a company, not because 
the commission thought the company 
was bad, but because the commission 
believed it was good, and because the 
commission thought it could ascertain 
something which would be valuable to 
it in dealing with other companies. 
The court said that it is apparent, if 
the commission is to accomplish the 
highest economy in the matter of man- 
agement on the part of utility com- 
panies, it must keep abreast of the best 
and the most modern methods, and 
that for the purpose of securing this 
information it is authorized to make 
examinations of well-conditioned 
companies. Then pointing to the 
wisdom of the proviso in the law as 
to exempting certain companies from 
bearing the expense of examination 
into their affairs, the court continued: 
“But to make some companies pay the 
expenses of disseminating such informa- 


tion, would be to penalize rather than to 
reward merit, and it would be intuitively 


condemned as unjust by every fair-minded 
man.” 


It will be observed that the court, 
following the, lead of the legislature, 
regards utility companies rather than 
utility company customers as_ the 
group affected by this particular form 
of taxation. That might or might 
not alter its conclusion as to the jus- 
tice of the tax; but it is the wrong 
method of approach because it is a 
misconception of fact. 


W Be tax legislation is pending, 
an erroneous idea as to who the 
taxpayer is might result in a tax 
which would not be imposed if the 
effect of the taxation were appre- 
ciated. Before considering the jus- 
tice of putting the cost of commission 
investigation of utilities upon a par- 
ticular group of taxpayers rather than 
upon the taxpayers of the state at 
large, it is important that there be no 
misunderstanding as to who it is that 
will be called upon to pay the tax. 
There are plenty of instances where 
taxpayers have been indifferent to 
taxation or have even applauded it in 
the belief that it was not they, but 
others, who were paying the bills. 

The owner of a house, for instance, 
gets a yearly tax bill. When he pays 
and takes his receipt, he appreciates 
that he is being taxed. He probably 
grumbles, talks about the extrava- 
gance of the government, and thinks 
the burden of taxation falls upon him 
because he happens to be a property 
owner. 

On the other hand, the man who 
rents a house is apt to rejoice in the 
thought that he pays no city taxes. 
That is one advantage he thinks he 
has over the landlord. The tenant 
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laboring under this delusion may be 
indifferent to the expenses of the city 
administration. He may care nothing 
about governmental extravagance and 
inefficiency, if they exist. It is no 
use to bother about that, thinks the 
tenant, so long as the landlord pays 
the cost of running the government. 
Some property owners used to think 
that voting should be limited to the 
property-owning class on the theory 
that they alone pay taxes and support 
the government. 

But taxes are paid by those who do 
not own property as well as by those 
who do. It is the tenant and not the 
landlord who pays the taxes on the 
house in which the tenant lives. Tax- 
es may be direct or indirect. The 
great beauty of indirect taxation, 
from the standpoint of the taxing 
authorities, is that the tax is so dis- 
guised that the taxpayer does not 
appreciate what is happening. 

In the case of tenancy it ought to 
be plain that when the landlord pays 
the direct tax he merely passes it on 
to the tenant in the form of rent. 
It is proper that the landlord should 
do this because the tax expense is 
part of the cost of the use of the 
house. If it were not for taxes, rents 
would be lower than they are. If all 
tenants understood that they and not 
the landlords pay the taxes on the 
rented property, tenants as a class, 


might take more notice than they do 
of the cost of government. 

Because of the fact that the real 
taxpayer is often not the ostensible 
object of taxation, it is sometimes 
easy to get tax legislation that would 
otherwise arouse very stiff opposition, 
although this opposition might or 
might not be justified. 


7 the cost of the investiga- 
tion of utility companies on the 
“utilities” is a good illustration of what 
often happens. It is a safe guess that 
this legislation was popular. It is not 
likely that it was opposed by utility 
company customers. Just as a tenant 
might chuckle over taxes levied on the 
landlord, so utility ratepayers might 
toss their caps and “hurrah” over 
this legislation. They might think it 
is all right to put everything possible 
on the utilities in the way of taxation. 

But suppose that instead of ad- 
vocating the charging of the utilities 
with the cost of commission investiga- 
tion or regulation, the proposal had 
been to tax this cost against utility 
ratepayers! Would it have made any 
difference in the popularity of the 
legislation ? 

Candidates for the legislature 
might do very well with an appeal 
such as: 

“Let the public utilities themselves 
rather than the state pay the cost of 


e 


to earn a reasonable return at existing rates or increased 


q “In no case, however, in which the utility company is able 


or reduced rates would the imposition of the expense of 
commission investigation be a tax on the company. So 
this Wisconsin statute will for the most part impose a new 
tax, not on the utilities but on their customers.” 
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public service commission regulation.” 

But how far would they get with 
the slogan: 

“Let the utility ratepayers rather 
than the state pay for the cost of com- 
mission regulation.” 

Even if it is admitted, as a matter 
of abstract justice, that this expense 
ought to be put on the ratepayers, it 
would be a bold candidate who would 
go before his constituents with such 
a plea. He might make a ten strike, 
however, if he could make his constit- 
uents believe that the tax would be 
on the utilities. Perhaps the legis- 
lature itself thought that this would 
be the effect of the law. But it is 
really a tax on the ratepayers. If 
the ratepayers think this is a charge 
against utilities, they are as blind to 
reality as those tenants who think the 
landlords pay the taxes on rented 
property, because it is chargeable to 
utility ratepayers as an expense of the 
business. If we are really interested 
in the abstract justice of this legisla- 
tion, we must, therefore, examine it 
from the ratepayer’s standpoint be- 
cause he is the one most affected. 


_ the cost of a rate investiga- 


tion. The customer complains 
that the rates of a particular company 
are too high. The ratepayers, or the 
municipality on their behalf, will have 
to employ lawyers and incur other 
expenses in the preparation for the 
hearing of the case before the com- 
mission. These expenses may be 
heavy. They will have to be paid as 
before, either directly by the rate- 
payers or by the city. The company 
will also have to present its side if 
it thinks its rates are reasonable. If 
it is an important case, this may cost 


a handsome sum of money. So far 
as these latter expenses are reason- 
able, the weight of opinion is that 
they are also properly chargeable 
against the ratepayers. They will 
continue to be so chargeable. 

The rest of the expenses caused by 
commission investigations are those 
which are incurred by the commission 
itself and its staff of experts employed 
on the case. It is this third group of 
expenses which the Wisconsin Act 
requires to be shifted from the state 
at large to the ratepayers of the com- 
pany whose rates are being investi- 
gated. In Wisconsin, therefore, all 
expenses incurred by the ratepayers 
themselves, all reasonable expenses 
incurred by the company in the prepa- 
ration of the case, and all expenses 
of the commission in connection with 
the preparation and hearing of the 
case are imposed upon the ratepayers. 
The particular question we are inter- 
ested in is: 

Is this commission expense a fair 
charge against the ratepayers? 


I’ we view this legislation as a tax 
upon the ratepayers, (which, of 
course, it is), rather than as a tax 
upon the utilities, there is much to be 
said in its favor. Questions relating 
to rates and service are inquired into 
primarily for the benefit of the rate- 
payers of a particular company. 
Some of the members of the so-called 
liberal group of publicists think that 
the sole business of public service 
commissioners is to represent the rate- 
paying public. One of the early com- 
missioners of this school said in effect 
that it was the duty of the commis- 
sions to protect the ratepayers as the 
corporations were always able to take 
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care of themselves. If so, then it is 
manifestly fair that the expense of 
that service should be borne entirely 
by the ratepayers, which, as pointed 
out, is the effect of the Wisconsin 
statute, although not its stated policy. 

It would not seem to be just, how- 
ever, to charge the entire expense of 
these commission proceedings to the 
ratepayers of the utility investigated 
any more than it would be just to 
charge the entire cost of street paving 
and maintenance to abutting property 
owners. There is a public interest in 
the proper regulation of public utili- 
ties as wide as the state itself, over 
and above the interest of the imme- 
diate parties concerned ; that is to say, 
the utility company investigated and 
its customers. The maintenance of 
adequate utility service at reasonable 
rates does not concern a particular 
utility company and its customers 
only. If disputes between utility com- 
panies and their ratepayers were im- 
portant only to them, there would be 
no justification for state regulation 
of purely local utilities. 

But the continuance of utility serv- 
ice on terms that are fair to the utility 
and its customers in a particular local- 
ity is a matter of interest to the entire 
state. If utility service should cease 
for a week in New York city, it would 
not be the inhabitants of that city 
alone who would suffer. 


Gus part of the expense of com- 
mission investigation should, un- 
doubtedly, be borne by the state at 
large because the state derives a bene- 
fit from it. How much of it should 


be a charge against the state and how 
much, if any, should be borne by the 
customer of the utility investigated, 
is a question upon which there is room 
for difference of opinion. 

It is, of course, not true that the 
customers of the utility companies 
will in all cases pay the investigation 
expense tax which may be assessed 
under the Wisconsin statute against 
the company. Theoretically the ulti- 
mate consumer pays the freight or the 
tax. Practically, this is not always 
so. The tenant, for example, does 
not pay the tax on rented property 
unless he pays his rent, or unless he 
pays enough to cover the rent together 
with the cost of the investment and 
the upkeep of the property. So if 
a utility company is unable to earn 
a reasonable return on its investment, 
in spite of the best of management, 
any assessment of the cost of an 
investigation against it would be a 
tax on the stockholders. In no case, 
however, in which the utility company 
is able to earn a reasonable return at 
existing rates or increased or reduced 
rates would the imposition of the ex- 
pense of commission investigation be 
a tax on the company. So this Wis- 
consin statute will for the most part 
impose a new tax, not on the public 
utility corporations but on the cus- 
tomers of the corporation. 

In considering whether or not that 
tax is just, the question is, therefore, 
not whether it is fair to the utility 
companies, but whether it is fair to 
the ratepayers. Would that make 
any difference in your opinion on the 
subject ? 





g How Nebraska is working toward a statewide hook-up of all of its municipal 
power plants will be told by H. T. Dossins in a coming issue of this magazine. 
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Who Should Pay the Cost of 
Rural Extensions? 


Why the burden rests upon the utility corporation. 


In the little town of Redding, Connecticut, has developed a contention 
over power lines which involves a fundamental principle of commission 
regulation ; it is of particular significance in view of the efforts which 
are now nationwide in scope to extend electric service into the outlying 
country districts. This controversy, which has become known as “the 
Lévitt Case,” was instituted by the author of this article; it has 
already been passed upon by the public utilities commission of Con- 
necticut and confirmed by the superior court of that state; it has yet 
to be passed upon by the supreme court of errors. A reply to Proressor 
Lévitt’s contentions will be set forth by Prorgessor ArcHer E. 
KNOWLTON in the next number of this magazine. —EpIToR 


By ALBERT LEVITT, LL. D. 


, \HERE is an increasing demand plans for rural districts. In some 
for light and power in rural states the state departments of agri- 
communities. This is due to culture are aiding in this matter. 

two causes: 

First: The rural inhabitants are HIS is an excellent situation. 
gaining an increasing appreciation of But, unfortunately, some of the 
the labor-saving and convenience light and power companies have not 
value of the use of electricity in their learned the meaning of “enlightened 
homes, and self-interest.” They are unwilling to 

Seconp: The light and power com-_ take the long view. They insist that 
panies are beginning to realize that every extension of light and power 
the greatest future profits will come lines which they construct should pay 
with increased consumption of electric for itself from the beginning with- 
energy which the consumers can buy out regard to the effect that such 
at a constant, though perhaps gradual, a short-sighted plan may have upon 
decreasing cost. In practically every public opinion and upon their own 
state the light and power companies _ profits. 
are engaged in pushing electrification As a result, the electrification pro- 
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gram is retarded. Rural communities 
are denied the conveniences and help 
which they need. And the companies 
are not making the profits which they 
could make, for the farmers would 
rather not have the conveniences than 
be compelled to pay rates and charges 
which they consider to be unfair and 
unreasonable. Their slogan is “we 
are willing to pay for what we get, 
but we won’t pay a cent for what you 
do not give us.” 

Out of this feeling has come an in- 
teresting case in the courts of the state 
of Connecticut. A statement of the 
facts and the three principal points of 
law involved are of general interest 
throughout the country. 


Ro. Connecticut, is a rural 
town of about 1,600 inhabi- 
tants. It is situated sixty miles from 
New York city; consequently it is a 


rapidly growing little community 
which is increasingly popular as a 
place for summer residences and per- 


manent homes. The native popula- 
tion, of good Yankee stock, is slowly 
beginning to give way to so-called 
“city folks.” Land values are going 
up. Farms are gradually being cut 
up into plots. There are some large 
estates in the town but mostly the 
homes are unpretentious and inexpen- 
sive. 

The town is covered with a_net- 
work of light and power lines. The 
Connecticut Light and Power Com- 
pany serves this territory. This com- 
pany is chartered to serve through- 
out the entire state of Connecticut and 
has a practical monopoly of the en- 
tire light and power business. No 
other company serves the town of 
Redding. 


Most of the roads and streets in 
the town are already served to some 
extent. A few of the roads are not 
served. 


| Pye fall a citizen whom we will 
designate as Mr. X asked the 
company to extend its lines to his 
home. Mr. X’s home is about 3,000 
feet from the nearest service line 
which the company has constructed. 
The street on which he lives runs 
through some woods up a rather steep 
grade, but the terrain does not pre- 
sent any real impediments to the con- 
struction of the proposed extension 
line. The company’s service lines run 
by one end of this street. The other 
end of the street, about a mile and a 
half away, is already being served. 
There are no mechanical or other 
practical difficulties in the way of giv- 
ing service. 

Mr. X was willing to pay the usual 
rates charged by the company to its 
other consumers in the town. But the 
company refused to construct the line 
unless Mr. X was willing to pay the 
cost of constructing the line to his 
house, a distance of 3,000 feet, either 
at once or over a period of years. It 
insisted that he enter into an “exten- 
sion arrangement” which gave the 
prospective consumer three options. 
These are: first, that the consumer 
pay the cost of constructing the ex- 
tension line to his home, the line when 
constructed to belong to the com- 
pany ; second, that the consumer guar- 
antee that he will use energy to the 
amount of 80 cents for every hundred 
feet of extension, per month; and 
third, that the consumer would agree 
to pay an increase in the “flat rate” 
of 40 cents per hundred feet of ex- 
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tension, in excess of 600 feet, per 
month. 

(There was no time limit to op- 
tions two and three. They were to 
continue indefinitely at the pleasure 
‘of the company). 

The “flat rate” is this: $2 per 
month plus 8 cents per 100 square 
feet of floor area of the house per 
month. 

The company estimated that the 
cost of constructing the extension 
would be $1,300 and that the proba- 
ble amount of energy used by Mr. X 
would be $120 per year, if he paid 
only what his neighbors paid. The 
company insisted that it would lose 
$120 a year on the extension, unless 
Mr. X was willing to accept the “ex- 


tension arrangement.” 
M®* X refused to enter into the 
extension arrangement. He 
would not pay for the extension be- 
cause that would belong to the com- 
pany and he saw no reason for mak- 
ing a gift of $1,300 to the corporation. 
He would not guarantee to use energy 
to the amount of 80 cents per 100 
feet of extension because that would 
come to over $288 a year and the com- 
pany itself told him he would not rea- 
sonably use more than $120 worth of 
energy a year. He said that was even 
worse than paying for the line out- 
right because he would be giving the 
company $160 every year for nothing 


q 


7 


for an indefinite number of years. 
He would not agree to an increase in 
the “flat rate” because the flat rate 
was too high anyway, and further- 
more, the company was making more 
than a reasonable return on its in- 
vestment and would continue to do so 
even though it constructed the exten- 
sion entirely at its own cost. 


HE company admitted that it 

could construct the extension and 
serve Mr. X without increasing the 
rates for anyone of its customers any- 
where in the state of Connecticut, and 
without impairing, in any way, its 
financial structure, its rate structure, 
or its dividends to its stockholders. 
It further admitted that the loss it 
estimated as coming from this par- 
ticular extension would not interfere 
in any way with its reasonable return 
on the total amount the company had 
invested in serving the people of 
Connecticut. 

But the company insisted that every 
extension of over 600 feet should pay 
for itself and also give the company 
at least a 6 per cent return on the cost 
of the extension. The company was 
ready to construct 600 feet of exten- 
sion for a prospective patron even if 
the gross return from that patron 
was only $28.80 a year. And the 
company was willing to build 3,000 
feet of extension for five prospective 
customers even though the gross in- 


“Tue lack of profit on a given extension which is asked 
for is not a valid excuse for failure to construct the ex- 
tension; it is only when the construction of the asked-for 


extension would make the entire system belonging to the 
company unprofitable that the company can use such lack 
of profits as an excuse for not constructing the extension.” 
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come from all five was only $144 per 
year. 


M r. X felt it was unreasonable of 
the company to be willing to 
construct the extension for five pa- 
trons who would only pay a combined 
total of $144 per year, yet refuse to 
construct the line for him unless he 
was willing to pay just twice that 
much each year. 

So he carried the matter to the pub- 
lic utilities commission of the state 
of Connecticut. 

The commission refused to make 
the company justify its rate and re- 
fused to order the company to build 
the extension. It said that every ex- 
tension had to pay its way without 
regard to what the company was earn- 
ing on its system as a whole. 

So Mr. X appealed to the superior 
court. 

The superior court refused to con- 
sider the reasonableness of the rates 
charged in the “extension arrange- 
ment,” and supported the public utili- 
ties commission in its decision. 

Mr. X then appealed to the supreme 
court of errors of the state of Con- 
necticut. 

The case will be heard in that court. 


= are three principal ques- 
tions of law involved in this con- 
troversy : 

1. Can a company refuse to con- 
struct an extension if it is operating 
its entire system with a reasonable 
return, even though the particular ex- 
tension will not pay for itself, and if 
the construction of the extension will 
not impair the reasonable return 
which the company is getting on its 
entire investment? 

2. Can the company compel the 


prospective patron to pay the cost of 
constructing an extension when the 
financial condition of the company is 
such that the cost of construction is 
practically a negligible matter in the 
construction and maintenance costs of 
the company’s entire system? 

3. Is a rate based on the size of the 
patron’s house a justifiable rate? 

The writer—who will here identify 
himself as Mr. X—is of the opinion 
that all three questions must be an- 
swered in the negative if the estab- 
lished principles of law are to be fol- 
lowed. 


| hy is a commonplace of public util- 
ity law that every public utility 
company is under a duty to serve all 
the people who are within the terri- 
tory within which the company is 
chartered to operate. This duty is 
not a duty arising out of a contract 
between the company and the patron; 
it is a duty imposed by law because 
of the nature of the business which 
is undertaken by the company. If 
this duty calls for the making of ex- 
tensions to serve the demands of pros- 
pective patrons the company must ex- 
tend its lines. This is true even 
though the wires must be extended 
for a considerable distance. 

The extensions must be made at the 
expense of the company. The com- 
pany cannot make the patron bear this 
expense because the company will, and 
should, own the lines when extended 
and the company must itself furnish 
the fixed capital to be used by it in 
its business. 

The company cannot pick and 
choose the territory which it will 
serve. It cannot assume to serve only 
profitable territory and leave un- 


517 





PUBLIC UTILITIES FORTNIGHTLY 





The Legal Obligation of a Utility to Extend Its 
Service Equipment at Its Own Expense 


lige public utility company is under a 
duty to serve all the people who are 
within the territory within which the company 
ts chartered to operate. If this duty 
calls for the making of extensions to serve the 
demands of prospective patrons the company 
must extend its lines. This is true even though 
the wires must be extended for a considerable 


distance. 
the expense of the company.” 


The extensions must be made at 





profitable territory without service. 
The company does not perform its full 
duty when it serves only those who 
make a return of profit, satisfactory 
to the company, on the service which 
is given to them. The company is, 


usually, a monopoly and cannot as- 
sume to say to what extent it will or 
will not serve. It must saturate its 
territory with service. 


HE utility company is, of course, 

entitled to a reasonable return 
upon the property it is devoting to the 
public service. What the reasonable 
return may be in a given case depends 
on the circumstances surrounding that 
case. But the reasonable return, 
whatever it may be, must be meas- 
ured by the business which the com- 
pany does in the entire territory which 
it is chartered to serve. If it is mak- 
ing a profit on its entire business 
throughout its entire system it cannot 
ask for more than that. It must make 
all extensions asked for so long as the 
construction of the extension does not 
reduce the profits to less than a rea- 
sonable return on the entire property 


devoted to the public service. Each 
and every extension does not need to 
be self-sustaining and profitable in 
itself. This has been the law in the 
United States for over forty years. 

Each segment of the company’s 
lines does not need to be remunera- 
tive, nor can the company properly 
refuse to make the extension if the 
entire business is profitable and the 
company is the only company serving 
the territory where the extension is 
requested. 

That the business will have to be 
conducted at a loss on a particular 
extension is not a ground for refus- 
ing to construct that extension and 
give service upon it. For a commis- 
sion to order service to be given at a 
loss on a specific extension is not 
necessarily unreasonable. Nor is the 
failure to get a full return on the 
amount invested in the construction 
of the extension a valid reason for re- 
fusing to make the extension. And 
the insistence by a company that it get 
a full return on each and every ex- 
tension it makes may be, and usually 
is, unreasonable. 
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HE lack of profit on a given ex- 
tension which is asked for is not 


a valid excuse for failure to construct 


the extension; it is only when the 
construction of the asked-for exten- 
sion would make the entire system be- 
longing to the company unprofitable 
that the company can use such lack of 
profit as an excuse for not construct- 
ing the extension. 

The cost of the extension is not a 
valid reason for refusal to make the 
extension, nor is the inadequacy of 
the immediate compensation. And 
the prospective return is not the only 
basis for refusing or granting an ex- 
tension. 

The foregoing must necessarily be 
so; otherwise, every power company 
would pick only the densely populat- 
ed portions of its territory and give 
service there because it was extreme- 
ly profitable, and it would refuse to 
extend its service to the more sparse- 
ly settled districts. Years ago when 
the light and power industry was in 
its infancy such a pick-and-choose 
principle was within the limits of rea- 
son. But not so now. At the pres- 
ent time it would pay the light and 
power companies to extend their lines 
into even the most sparsely settled 
districts because the energy which is 
now lost and wasted could be sold at 
rates which would bring more than a 
reasonable return to the companies. 
The companies are not yet awake to 
the simple fact that costs per kilowatt 
hour drop in direct proportion to the 
amount of energy consumed by pa- 
trons. When light and power com- 
pany executives begin to conduct their 
business with this fact in mind the 
problems of costs of rural electrifica- 
tion will solve themselves. 


| several of the states the light and 

power companies charge their pa- 
trons rates which are based upon 
some method of computing the area 
of the floor space of the houses in 
which the patrons live. This kind of 
a rate is, to my mind, utterly without 
warrant of law. It is inherently an 
unreasonable rate base. ‘ 


| the first place there is no rela- 
tion whatever between the lay- 
down cost of the energy at the meter 
of the patron and the area of the 
house in which the meter is situated. 
A rate based upon floor-space meas- 
urements takes money from the pa- 
tron and gives him nothing in return 
for that money. Two patrons may 
use the same number of kilowatt 
hours in a given month; one lives in 
a house which has a floor space of, 
say, 1,500 square feet and the other 
may live in a house which has a floor 
space of 15,000 square feet. The sec- 
ond will pay ten times as much for 
his electricity as the first. The sec- 
ond patron pays a pure overcharge. 
The writer is well aware of the 
various arguments which are made 
by the companies which impose this 
floor space charge upon their patrons, 
but he believes that all those argu- 
ments are specious and fallacious. 
The best that can be said of this rate 
based on floor space is that it is a 
“promotional rate” in the worst sense 
and of the worst type. It is based 
upon a fictitious “peak demand” or 
“demand capacity” or some such 
high-sounding factor in distribution 
of electric current which no company 
has ever been called upon to meet. 
And if it were called upon to meet it, 
the company could do so without the 
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expenditure of an additional penny. 

Companies which adopt the floor- 
space area charge take thousands of 
dollars from their innocent and, 
usually, unsuspecting patrons prac- 
tically under false pretenses. If the 
patron is perplexed by this floor-space 
charge and makes inquiries of the 
companies’ representatives, he is 
usually met with a “sales talk” that 
puts the gold-brick artist and the ven- 
dor of worthless oil stocks to shame. 
The patron is sent home bewildered 
with technical jargon, false figures, 
and fallacious statements. 

But no company can fool its pa- 
trons all the time. Already they are 
learning just what the companies are 
doing to them. In due course of time 
the companies will reap the whirlwind 
of resentment and anger which they 
have sown. Public opinion will force 
drastic legal and regulatory measures 
on the companies. The companies 
will be themselves to blame for the 
evils which will come upon them. 


I N the second place the charge based 
upon floor space is illegal because 
it makes a classification of patrons 
based upon the size of the houses in 


which the patrons live. Small-sized 
houses are charged less than large- 
sized houses. This is not a reasona- 
ble classification. It has nothing to 
commend it in law. 

It is not like a “zone” rate because 
zoning is based on the fact that it 
costs more to deliver a message over 
a distance of two miles than it does 
to deliver the same message over a 
distance of one fourth of a mile. But 
it costs the power company no more 
to deliver its electricity to a large 
house than it does a small house if the 


two houses are the same distance 
away from the switchboard. Yet the 
patron in the large house pays more 
for the energy he gets than the patron 
who lives in the small house. 

It is not like a classification of pa- 
trons into large and small consumers. 
The patron who lives in a small house 
may actually use more kilowatt hours 
of energy than the patron who lives 
in the large house. But the patron 
in the small house will pay less for 
the energy he uses than the patron in 
the large house will. 

On numerous occasions the writer 
has made representatives of the com- 
panies admit that what they charge 
the patron for is not the energy he 
actually uses but the energy which, 
in their opinion, he ought to use. 

A promotional rate of this sort is ob- 
viously, and inherently unreasonable. 

When the area-basis rate is added 
to the notion that every extension 
must pay a profit, and to the further 
notion that an extension will not be 
constructed unless the prospective pa- 
tron is willing to pay an increased 
area charge, the ultimate of over- 
charging is reached. And overcharg- 
ing is always illegal. 


HE problems of rural electrifica- 
tion are many and perplexing. 
There is no reason for adding to them 
the problem of overcoming resentment 
aroused by overcharges which are un- 
wise and probably illegal. The light 
and power companies might very well 
eliminate extension charges and re- 
duce their rural rates. A policy of 
that character would increase the 
earnings of the companies. 
And, after all, dividends are based 
upon earnings. 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


Avsert C. RITCHIE 
Governor of Maryland. 


GenerAL T. Q. ASHBURN 
Head of the Inland, Waterways 
Corporation. 


Cyrus H. K. Curtis 
Magazine publisher. 


Mer_e THORPE 
Editor and publicist. 


Dr. JoHN BAUER 
Economist. 


Grorce WHITE 
Governor of Ohio. 


G. A. AusBANpD, Jr. 


Cuarises E. Russety 
Socialist writer and lecturer. 


—MONTAIGNE 


“The national policy, it seems to me, must not be 
government ownership.” 


. 
“Every form of transportation in existence today has 


been, is being, or will be subsidized.” 


* 


“The government should keep out of business. All 
through history government business projects have been 
notorious failures. This will not change.” 


* 


“Today, one dollar out of each five dollars we earn 
goes to the 250,000 tax-gathering and tax-spending 
agencies we have set up in this democracy.” 


* 


“There are striking instances of great success of 
publicly owned electric plants, but that this proves public 
ownership generally will be equally successful is quite 
another matter.” 

¥ 


“Homes, farms, and real estate cannot bear additional 
burden and it is my belief that the proposed excise 
tax on public utilities will be more equitable to the 
people of Ohio than any other now available.” 


aa 


“If freedom from governmental regulation is what 
the railroads really want, . the roads could form 
a central political committee, composed of transportation 
executives, whose sole duty it would be to organize 
the voting strength of their employees and stockholders.” 


> 


“The government will be obliged to take over the rail- 
roads that these indispensable highways may still serve 
the nation. But that will be no more than the beginning. 
It will have to take over that part of the telegraph 
system that is used for railroad operation. As nearly 
all the telegraph wires are upon railroad right of way, 
the government can hardly take over some without 
taking over the rest.” 
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The Menace of Mounting Taxes 


The impost on the utilities for local purposes 


Here is a phase of utility regulation—quite separate and distinct from 
commission regulation—which has a direct and considerable bearing 


upon utility rates. 


In the following article the author presents his 


reasons for believing that the present methods of taxation are obsolete, 
and that they now constitute a definite threat to the welfare of both 
the corporations and the public. 


By DR. ARCH D. SCHULTZ 


HE great increase over the past 
several years in budgets of lo- 


cal governmental units and the 
attending increase in the tax burden 
of utilities have made the local aspects 
of utility taxation of outstanding im- 
portance. Especially since this bur- 
den is passed on to the users of pub- 
lic utility service in the form of high- 
er rates and charges. 

The complex problem of equitably 
providing revenues to both local and 
state governments shows itself most 
prominently in the diverse systems 
which provide for the taxation of 
public utility companies. 

Briefly, the various systems of state 
and local taxation specifically appli- 
cable to public utilities and their ef- 
fect upon the revenues ‘of the differ- 
ent jurisdictions and upon the tax 
burden of utilities may be summa- 
rized as follows :? 


1 The data herein contained is the result of 
personal research. 


HERE are four main types of tax- 
es levied upon public utilities: 

First: There are property taxes up- 
on the ad valorem basis, such as the 
Ohio tax upon all public utility prop- 
erty, whether or not used in rendering 
service, including a franchise value but 
excluding motor vehicles which bear 
a license tax the same as those owned 
by individuals. 

Second: Gross receipts taxes are 
levied upon public utilities in about 
one third of the states. For instance, 
there is the 7 per cent gross receipts 
tax on railroads in California and the 
Illinois 7 per cent gross receipts tax 
on the Illinois Central Railroad which 
is levied in lieu of all other taxes. 

Third: Net income taxes are lev- 
ied upon public utilities in practically 
all states which have any form of net 
income taxation. Georgia, for in- 
stance, levies a tax which is one third 
of the Federal tax. 

Fourth: Franchise taxes other than 
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those upon the gross receipts or net 
income basis are levied in almost all 
of the states. There is, for instance, 
the 5/10 per cent tax on the par val- 
ue and surplus of utility corporations 
in Missouri. 


| peragg utility property is made tax- 
able under various designations. 
The terms “tangible and intangible” 
and “real and personal” are used to 
make not only the same property tax- 
able in different states but these phras- 
es are used to designate widely dif- 
ferent property in different states. In 
some states the term “intangible” in- 
cludes a franchise value, and in some, 
a franchise value is specifically taxed. 

Colorado subjects to taxation the 
real and personal property and in ad- 
dition a franchise value of railroads, 
but it taxes only the real and personal 
property of other utilities. 

Contrary to the practice with re- 
gard to other utilities in Michigan, 
gas and water companies and electric 
railways are not taxed on a franchise 
value. 

In Connecticut, the real property 
only of express, telephone, and tele- 
graph companies, and railroad real 
estate not used in operation is tax- 
able; the intangible property of these 
companies is exempt. 

Missouri, while taxing the same 
property as Colorado, uses the terms 
“tangible and intangible” plus a 
“franchise value” in the case of rail- 
roads, but in the case of other utili- 
ties, refers to the property as real and 
personal property. 

Nebraska taxes the real and per- 
sonal property of railroads on the 
right of way only plus a franchise 
value, other property being locally 
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assessed. Wisconsin offers an inter- 
esting illustration of property defini- 
tion, all property of railroad, express, 
telegraph, and electric light and pow- 
er companies being defined as per- 


‘sonal property for taxation in order 


that an average state rate may be ap- 
plied to the total valuation. The real 
and personal property of gas and wa- 
ter companies, however, is taxed as 
real and personal property. This 
state exempts the property of tele- 
phone companies. 

Several states (one of them being 
Rhode Island), exempt intangible 
property from the general property 
tax, and Ohio, Oklahoma, and Ore- 
gon eliminate motor vehicles owned 
by public utilities from the general 
taxation of tangible personal proper- 


Practically all states segregate non- 
operating or extra-plant property for 
local taxation, and in the few states, 
for instance, Minnesota and Pennsyl- 
vania, where there are exemptions, 
extra-plant property is not included. 

When we consider the conflict among 
definitions of taxable property by the 
various states with the complications 
arising from the diverse types of 
property made taxable for local and 
state purposes, it is amazing to the 
student of public utility taxation that 
public utility corporations are able to 
so catalogue these complications that 
they may prepare required reports 
and make correct payments of taxes 
to the thousands of taxing units which 
levy against them. 


Gus some utility property is mov- 
able (for example, railroad loco- 
motives) and in view of the fact that 
much utility property cannot well be 
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Utility 
companies. 
Steam railroad 
Street and interurban railway 
Express 


Telegraph 


Taste No. I: 


Number of states in 
which general property 
is assessed by a state 

— 


Number of states in 
which assessment is 
by local authority. 


Inasmuch as some states have methods which com- 


bine state and local assessment efforts, and inasmuch as some of the 
property of a given utility is assessed by the state and some of it by 
local authority, it is impossible to classify all of the states under the 


captions of the above columns. 





assigned a value independent of the 
property as a whole, it is scarcely 
feasible to attempt to place upon prop- 
erty a value supposed to be the value 
of the property located within a given 
taxing jurisdiction. In other words, 
there is no value coextensive with the 
boundaries of local taxing jurisdic- 
tions. It is advisable, therefore, that 
such property be valued as a whole 
for tax purposes and the final sum 
value distributed among states and 
among taxing districts within the 
state. It is this last problem of dis- 
tribution with which we are now con- 
cerned. 

The accompanying Table No. 1 on 
this page shows the number of states 
in which the taxable property of va- 
rious utility companies is assessed by 
a state authority and the number in 
which it is still assessed by local au- 
thorities. 


Most utility corporation executives 
feel that state assessment of their 
property results in somewhat higher 
taxes because state assessment is more 
adequate than local assessment. 
Nevertheless, because of the gross in- 
equalities which result from local as- 
sessments between different types of 
utilities and between different compa- 
nies rendering a similar service, not 
only taxation economists but utility 
executives favor state assessment of 
utility property. Because state assess- 
ment probably leads to a larger state 
and local tax duplicate, it should, 
therefore, be favored also by mem- 
bers of legislative bodies and by tax 
spenders. In view of this unity in 
point of view, it is surprising that not 
over half the states have adopted 
state assessment of intercounty util- 
ity property. It is more readily un- 
derstandable in the case of street rail- 
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ways and gas and water companies 
because in many states these utilities 
are local enterprises. It is, however, 
gratifying to note that nearly three 
fourths of the states assess steam 
railroad property under state author- 


ity. 


ie those states in which there is state 
assessment, methods for allocating 
among local taxing districts the prop- 
erty centrally assessed are necessary. 
The most common method is to as- 
sign to a given taxing district the 
same proportion of the whole value of 
a utility property, e. g., a railway, 
that the mileage of the railway in 
the given taxing district bears to the 
whole mileage of the railway in all 
taxing districts. It is often expedient 


not only to allocate to taxing districts 
property which has no fixed situs but 


also, in some cases, to allocate on 
some arbitrary basis, property—such 
as real estate, which has a fixed situs. 
Therefore, we find a number of states 
allocating real property among local 
taxing districts without regard to 
whether or not the value so allocated 
is actually the value (if determinable) 
of the real estate of the utility actually 
situated in the taxing district. 

While most centrally assessed prop- 
erty is allocated upon some arbitrary 
basis, some types are not allocated 
and the bases of allocation for the 
Same types vary. 

In Alabama, it is only the intangi- 
ble property of railway, telephone, 
telegraph, and electric light and pow- 
er companies which is allocated on the 
mileage basis, physical property be- 
ing assigned its actual situs; the in- 
tangible property of electric railways, 
express companies, and gas and wa- 


ter companies is assigned a situs on 
the basis of business transacted. 

In Illinois and Nebraska, tracks 
and rolling stock of railways only are 
arbitrarily allocated. 

In New Mexico and Utah, real es- 
tate is given its actual situs while oth- 
er property is allocated. 

The franchise value of telephone, 
telegraph, and electric light and pow- 
er companies in Utah is allocated on 
the basis of business done, but other 
property is not arbitrarily allocated. 


HE bases upon which the various 

types of property are assigned a 
situs in the several states are as fol- 
lows: 


1. Operating Real Estate: 
Actual situs. 
Main line mileage. 
Track mileage. 
Wire mileage. 

2. Nonoperating Real Estate: 
Actual situs. 


3. Operating Personal Property—Tangible 
and Intangible: 
Amount of business transacted. 
Wire mileage. 
Track mileage. 
Main line mileage. 
Practicable situs. 
4. Operating Personal Property—Intangible: 
Amount of business transacted. 
Situs of physical property. 
Various mileage bases. 
5. Nonoperating Personal Property: 
Actual situs. 


6. Franchise Values as Property: 
Amount of business done. 
Main line mileage. 

Track mileage. 
Situs of physical property. 

The property allocated to the vari- 
ous local jurisdictions becomes sub- 
ject to the local tax rate or to a local 
rate to which is added a state rate. 
In less than ten states is public utility 
property taxed solely by the levy of 
a local rate. 


Some _ states New 


(Michigan, 
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Number of states 
having gross 
receipts taxes. 


companies. 
Steam railroad 
Street and interurban railway 
Express 
Telephone 
Telegraph 
Electric light and power 


Number in which 

revenue is divided 
with local units 
of government. 


Range in 
per cent 
of rates. 


3/10—7% 


COM We WN We 


2/10—5 


Tasie No. Il: How the public service corporations in various states con- 
tribute, through the gross receipts tax, to the local units of government. 





Hampshire, New Jersey, Wisconsin, 
and Massachusetts, for example), levy 
a flat tax rate for all utility property, 
the amount being determined by the 
state. 

In Rhode Island and Virginia, a 
state rate is applied to intangible prop- 
erty, but to other property local rates 
apply. 

In Massachusetts, both state and 
local authorities assess property and 
a state rate is applied to such total 
value as is in excess of the total of 
locally assessed values. 

In most states a combined state and 
local levy is made, the rate depending 
upon the existence of other types of 
taxes and the need for funds not oth- 
erwise secured. 


HE accompanying Table No. II 
on this page indicates the ex- 
tent of the use of the gross receipts 
tax by the various states, the range of 
rates, and the extent to which such 
taxes contribute to local revenues, 


with regard to each of the public util- 
ities under consideration. 

It will be observed that such a tax 
is especially popular in handling the 
problem of taxation of express com- 
panies, but aside from this it cannot 
be said to be a thoroughly popular tax. 
Presumably this is due to the fact 
that in its nature, the gross receipts 
tax is one which lends itself to bring- 
ing in large aggregate sums of reve- 
nue, and inasmuch as practically all 
of the states still use the property ba- 
sis for the bulk of revenue, the gross 
receipts tax is only in its early stages 
of growth. 

If utility corporations desire to 
avoid the further growth of the gross 
receipts tax, it would appear that they 
should direct efforts toward keeping 
down state budgets. 

Practically all gross receipts taxes 
are levied on the basis of a fixed per- 
centage of gross receipts on intra- 
state transactions. Oregon, however, 
taxes railroad and other utilities on 
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the basis of a graduated scale vary- 
ing from $1 to $3,000 depending up- 
on the aggregate amount of gross re- 
ceipts. Some states provide for an 
exemption of minimum gross receipts. 
Alabama follows this policy so far as 
telephone companies are concerned. 

The taxation of gross receipts by 
municipal governments for local pur- 
poses is provided for in Alabama, but, 
at the present time, this method of 
taxation is primarily reserved for 
purposes of the general revenue funds 
of the state governments. 


We only a very few states allo- 
cate any revenue from gross re- 
ceipts taxes to the revenue funds of 
local subdivisions of government, 
some rather interesting methods are 
nevertheless employed. 

Maine distributes one per cent of 
the percentage gross receipts tax to 
local units on the basis of the value 
of stock of residents; this applies to 
steam and electric railroads, telephone 
and telegraph companies. 

New Jersey distributes all of its 
percentage tax upon street railways 
on the basis of the location of physi- 
cal property. 

Florida also distributes one half 
of the tax on express companies to lo- 
cal subdivisions on the basis of as- 
sessed value of property. 

New Jersey applies the Florida 
method to telephone and telegraph 
companies and to electric light and 
power and gas companies. 

Wisconsin distributes 85 per cent 
of its tax on telephone companies on 
the basis of exchange receipts. 

Wyoming distributes one half of 
revenues from its 5 per cent gross re- 
ceipts tax on express companies on 


the basis of mileage. We may sum- 
marize these methods as follows: (1) 
residence of shareholders, (2) situs 
of physical property, (3) local office 
gross receipts, and (4) mileage. 


| Spot states make the net income 
tax applicable to public utilities 


generally. The following is the 
schedule of rates in the various states: 
BE, i bceciceeeien en 2 per cent 
EE havc ieee wernine 4 of Federal tax 
Mississippi ............ 2% to 54 per cent 
DEE. £634506400kseeseneos 1 per cent 
I aii sn wenmcmicimeicial 1 per cent 
AS ee 44 per cent 
kk 0 Eee 3 per cent 
9 Sea 2 to 3 per cent 
Mt CUE Seicceeeddaes 44 per cent 
EE 6a niecesonasenss 3 per cent 

BE ds wovdeshssecevhaeee 3 per cent 


None of the revenue derived from 
income taxes upon public utilities is 
distributed to local subdivisions of 
government. 


HE annual franchise tax on cor- 

porations, widely used in this 
country, is imposed by the majority 
of states upon public utility corpora- 
tions, as shown by the accompanying 
Table No. III (on page 528). 

These franchise taxes take on va- 
rious forms. They are most com- 
monly applied to capital stock as a 
base, the rates varying widely, de- 
pending in most cases upon the reve- 
nue needed and the amount of taxes 
levied in other ways. 

Delaware levies a flat sum fran- 
chise tax upon railroad companies, 
varying from $100 to $50,000. 
Florida levies a franchise tax at $10 
a mile on railroads; in addition, there 
is a franchise tax upon railroads for 
revenue purposes of cities, varying 
from $10 to $250 a mile. Other 
states (Alabama, Arizona, Florida, 
Mississippi, Missouri, North Caro- 
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FRANCHISE AND CapiraAL Stock Taxes Nor on THE Gross REcerPts 


or Net 


Utility 
compamies. 


Steam railroad 
Street and interurban railway 


Tase No. III: 


Income Basis 


Number of states 
levying the fran- 
chise tax. 


Number of states in which 
all or a part of revenues 
are allocated to local 
units of government. 


How the public service corporations in various states 


contribute to local units of government through the franchise taxes 
imposed by the state government. 





lina) also levy a franchise tax on the 
mileage basis on railroads, express, 
telephone, and telegraph companies. 
Missouri levies a flat tax upon the par 
value and surplus of railroad corpo- 


ration shares. North Carolina and 
South Carolina levy a percentage tax 
on the tangible and intangible value 
of railroad corporations. Tennessee 
levies a 3 per cent tax on net earn- 
ings as a franchise tax on railroad 
companies. Massachusetts levies a 
special franchise tax on what is 
known as the “corporate excess.” 


HE method of levying taxes on 
the basis of capital stock varies. 
For instance, in some states such as 
Alabama, Mississippi, Texas, New 
Jersey, and New Hampshire, the rates 
vary from 5 cents upward per thou- 


sand dollars of capital’stock. Some 
states (Louisiana, Arkansas, and 
Pennsylvania), levy a percentage tax 
on capital stock. Others (Washing- 
ton and West Virginia), apply grad- 
uated capital stock taxes. 

We may summarize the franchise 
tax bases as follows: 

(1) Value of capital stock includ- 
ing or excluding corporate surpluses. 

(2) Value of properties. 

(3) Value of property in excess of 
excluded property values. 

(4) Mileage of wire or track. 

(5) Number of telephones. 

(6) Flat sums. 

As shown by the table, some thirty 
states levy franchise taxes upon vari- 
ous bases, but few distribute any of 
the revenue therefrom to local units 
of government. This tax seems to be 
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looked upon as one proper for state 
revenue purposes. It is of some in- 
terest to note that collections of this 
tax from the two utilities—steam 
railroads and express companies, of 
which there is the least claim to local 
situs—contribute to local revenues 
more than do those utilities to which 
there may be claim of local situs. 
Presumably this is to be accounted 
for by the fact that the revenues de- 
rived from taxes on railroads and ex- 
press companies are so much more in 
the aggregate that they can be spared 
for local purposes. 

Alabama, in the case of railroads, 
allocates one tenth of revenues from 
the capital stock tax to local govern- 
ments on the basis of the location of 
physical property. Florida allocates 
one half of the mileage tax on rail- 
roads to counties and levies a special 
franchise tax for cities. Maryland 
allocates one half of its graduated 
franchise tax on all utilities to local 
units of government. Massachusetts 
allocates to local units 5 per cent of 
its “corporate excess” tax. Texas 
and Alabama also distribute a part of 
the franchise tax on street railways to 
local governments. 


HERE afe various matters to be 

considered in the problem of de- 
termining upon proper methods of al- 
locating property and revenues to lo- 
cal taxing districts. Our chief con- 
sideration is the allocation of proper- 
ty. 

Certain methods of allocating prop- 
erty will result in a given utility’s pay- 
ing far more taxes than other meth- 
ods. Upon the method of allocation 
of utility property depends the equity 
in the distribution of revenues among 


different cities and among taxing dis- 
tricts in the volume of the duplicate 
to which the local property tax rate 
may be applied as a source of revenue 
in these cities and districts. Further- 
more, the method of allocation in- 
fluences the equity of the tax burden 
between the different types of utili- 
ties and between the utility corpora- 
tions and other corporations. 

These facts appear not to have been 
taken into account in devising the tax 
system of any state. 

Manufacturing corporations whose 
operations do not force them to make 
use of their property in high rate tax- 
ing districts are able to locate prop- 
erties in low rate districts ; and, there- 
fore, have some advantage over the 
utility company, much of whose prop- 
erty has to be located in high rate dis- 
tricts, for example in large cities, in 
order to render service. It can read- 
ily be seen that unless methods of al- 
location make allowance for the dif- 
ferent status of utility corporations 
and manufacturing corporations, a 
discriminatory burden will be placed 
upon utility corporations so far as the 
general property tax is concerned. 


N° of the methods of allocation 
used by any of the states in any 
way minimizes this, perhaps uninten- 
tional, discrimination between utility 
corporations and manufacturing cor- 
porations, except in those very few 
states which segregate public utility 
property for the sole purpose of state 
revenue or in those which exempt pub- 
lic utility property from taxation and 
in lieu thereof levy a high gross re- 
ceipts tax. 

Few states value public utility prop- 
erty at less than its full value. In 
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Alabama, Iowa, and Virginia where 
utility property is valued at from 25 
per cent to 60 per cent of its full val- 
ue, property of other corporations is 
similarly treated. Thus, it is readily 
apparent that because of the necessity 
of locating utility property in cities 
which have high tax rates and the 
ability of manufacturing corporations 
to place their plants outside these high 
rate districts, discrimination exists. 

The most widely used method of 
allocating a final sum value among 
local taxing districts is mileage; in 
the case of railroad property, main- 
line or track mileage, and in the case 
of telephone and telegraph property, 
wire or circuit mileage. 

In the case of railroads, allocation 
of property on the basis of main-line 
mileage throws less property in the 
high rate districts than does track 
mileage because most of the switch 
and side-track mileage of railroad 
corporations is necessarily located in 
the high rate districts. If, therefore, 
the aim of the tax system is to pro- 
vide a local unit with an amount of 
revenue which bears close relationship 
to the business done in the tax dis- 
trict as compared with other districts, 
or in relation to the revenue needs of 
the tax district, then the track mile- 
age method must be selected. 

On the other hand, if the property 
of a railroad company is looked upon 
as being dedicated to the service of 
the public in general without any 
thought of giving weight to differ- 
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ences in aggregates of population, 
then main-line mileage may be prop- 
er. The choice of main-line mileage 
as against track mileage normally re- 
sults, however, in a lower total tax 
burden upon the railroad operating 
company because a larger proportion 
of the total property valued is allocat- 
ed to rural taxing districts. It should 
thus be favored by the companies. 


a. the allocation of the 
property of telephone and tele- 
graph companies on mileage bases is 
actually carried out on the basis of 
circuit mileage, and not on the basis 
of wire mileage because of the com- 
plications which arise from the use 
of wires and cables carrying a vary- 
ing number of circuits. The alloca- 
tion of property on circuit mileage, 
contrary to actual location of the 
property of the telephone or telegraph 
company, probably does not distribute 
the property greatly different from 
the actual situs of the property, but 
of this we cannot be certain; it de- 
serves statistical investigation. 

The method of allocating property 
values on the basis of local office gross 
receipts also deserves consideration. 
From the standpoint of equity in 
revenues between different taxing dis- 
tricts, it is the opinion of many that 
this method offers a much more equi- 
table distribution of the whole value 
than do any of the mileage bases of 
allocation, inasmuch as the amount of 
business done by a utility in the vari- 


taxation of utilities, and have removed every shadow of 


q “DEVELOPMENTS have made obsolete local assessment and 


reason for local control in the taxation of our great inter- 
county and interstate utility corporations.” 
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ous ‘taxing districts bears more rela- 
tion to the needs for revenue in those 
districts than the actual location of 
the property or the designation of 
situs through allocation on mileage 
bases. 

A common method of allocating in- 
tangible values is on the basis of oth- 
er physical property, such other phy- 
sical property being either given its 
actual situs or having its situs deter- 
mined on mileage bases. Inasmuch 
as such allocation is based upon meth- 
ods already criticized, the same criti- 
cisms apply. 


oe allocation methods are far 
superior in equity to the long dis- 
credited method of local assessment 
and taxation of intercounty utility 
property. None of these methods, 
however, squares with the relative 
revenue needs of the various taxing 
districts, nor do they result in equity 
between utilities and other corpora- 
tions. It is doubted by many that eq- 
uity can be secured by any method of 
allocating the property to local tax- 
ing districts for purposes of applying 
local tax rates. 

The taxation of public utilities in a 
large number of states has progressed 
from the evils of local assessment but 
state assessment and allocation should 
be looked upon as only transitory to 
a still more equitable system of tax- 
ing public utility property. 


. has been proposed that utility 
property be segregated from other 
property for purposes of taxation and 
taxed by the state at some average of 
local property tax rates in the state, 
the revenues to be collected by the 
state and distributed to local taxing 
districts according to the relative pop- 


ulations of the various taxing dis- 
tricts. The distribution among dif- 
ferent local units of government on 
the population basis is suggested be- 
cause population is by far the most 
important factor in the determination 
of revenue needs, a fact which has 
been demonstrated by statisticians in 
various ways—by multiple correlation 
studies and analytical classifications 
of the expenditures by different gov- 
ernmental units, for instance. 

Those who favor this method feel 
that such a system, without increasing 
taxes, would eliminate the discrimi- 
nation between utility corporations 
and other industrial and commercial 
enterprises which arises from the lo- 
cation of much utility property in 
high rate districts or from its alloca- 
tion to such districts. It would avoid 
discrimination between different types 
of utilities due to the location of 
property necessitated by operating 
conditions and not related to revenue 
needs of taxing districts. It would 
also avoid elements of the present tax 
system which compel uneconomical 
location of plant property in order to 
escape taxes. The expense to the 
state of the allocation of property, 
and that to the utilities in rendering 
reports of property owned and in pay- 
ing hundreds or even thousands of 
tax bills would be eliminated. Fur- 
thermore, if portions of the gross re- 
ceipts taxes or other franchise taxes 
were to be paid to local units, these 
could be distributed at the same time 
and on the same basis as the property 
tax. 


pee who support a_ utility 
through payment of rates and 
charges for its service are often far 
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from the taxable situs of large units 
of that utility’s property; often hun- 
dreds of miles in the case of power 
companies and somewhat less in the 
case of railways. The allocation of 
property to local units on the mileage 
basis or local assessment of property 
results in these patrons bearing an un- 
just burden for the support of the 
governmental functions of distant 
communities, simply because a valu- 
able railway or power property hap- 
pens to be located in such communi- 
ties. This inequality, it is claimed by 
those who advocate central taxation 
with allocation of revenues, would be 
largely eliminated. 


a for railroads, public utility 
services in their early stages 


were local industries, and it was rea- 
sonable to tax them as other local en- 
terprises were taxed. The present 
ambit of operation and recent finan- 
cial developments make public utility 
service not only intercounty but in- 
terstate in character. These devel- 
opments have made obsolete local as- 
sessment and taxation of such public 
utilities, and have removed every 
shadow of reason for local control in 
the taxation of our great intercounty 
and interstate public utility corpora- 
tions. 

The next step, therefore, in the tax- 
ation of such utilities is to extend the 
region of influence of the whole sys- 
tem of taxation to parallel that of 
utility operation and financial man- 
agement. 





Interesting Items About Utility Services 
A DIAL telephone call cannot be traced to its source. 


THERE are more private telephones in Hollywood than in all of the 
cities in the United States put together: 


THE only woman president ‘a a ions company is Mrs. Phoebe 
Clark, of the Tennessee, Kentucky and Northern Railr 


Tue cost of heating just one sidiaas car in Connecticut during the 
winter months is equivalent to the cost of heating a 10-room house 


during the same period. : 


* 


Paintincs by.one of America’s outstanding artists, Samuet F. 
Morse—who is destined to go down to posterity as the inventor of P 
telegraph—are being exhibited at the Metropolitan Museum in New 
York as part of the Washington Bi-centennial Exhibition. 


Tue Vatican Railroad, just amine within the Vatican State, is 
not only one of the shortest lines in the world but by far the most 
gorgeously equipped. It is 600 feet long, double-tracked, has a magnifi- 
cent station, and boasts of three luxurious coaches for the use of a Ge 
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What Others Think 





The Attitude of Presidential Candidates 


toward the 


upson King, director of the National 

Popular Government League, in a 
recent bulletin which was widely com- 
mented upon by the press and through- 
out the country, analyzed ftom the 
viewpoint of “the public interest,” the 
available records of six of the leading 
candidates for the presidency. 

Mr. King’s bulletin reviews six can- 
didates. President Hoover is the sole 
Republican considered; the remaining 
five are all Democratic aspirants. Mr. 
King finds that of all of the six men 
Governor Roosevelt has what he re- 
gards as the best record on the power 
project, Governor Ritchie the worst, 
while President Hoover and Newton 
D. Baker are tied for next-to-the-worst 
positions. Speaker Garner and former 
Governor Smith of New York are re- 
ported as occupying middle ground. 
Mr. King arrives at his conclusions by 
an interesting process. He uses eight 
“tests” to which he subjects the records 
of the candidates. The eight tests are: 

(1) Public ownership; (2) Federal 
regulation of holding companies; (3) 
enforcement of the Federal Water 
Power Act; (4) the changing of utility 
commissions from quasi judicial to 
purely administrative bodies; (5) the 
introduction of prudent investment 
theory in valuation; (6) reduction of 
the present level of electric rates; (7) 
discouragement of wholesale consolida- 
tions and mergers in the electrical in- 
dustry; and (8) the character of ap- 
pointments by such candidates to posi- 
tions of regulatory control of capable 
individuals known to have the “public 
interest” at heart. 

If the candidate generally favors the 
sentiments indicated in these first seven 
tests, and his appointments, indicated 


Power Issue 


by test number eight, are satisfactory, 
he will have a perfect score, according 
to Mr. King. The only one of the 
candidates to pass this test cum 

laude is the present governor of New 
York, Franklin D. Roosevelt. New- 
ton D. Baker and President Hoover 
“flunked” miserably, while Mr. King 
hands Governor Ritchie the booby prize 
by a wide margin because he made zero 
on seven tests and did not hand in any 
paper on the eighth. Here is the final 
summary as shown by Mr. King’s score 
card: 


“President Hoover: public interest, 1; 
private interest, 6; silent or noncommittal, 


“Speaker Garner: 
silent or noncommi 

“Governor Roosevelt : — 8; private, 
0; silent or noncommi 

“Former Governor Smith: public, 23; 
private, 14; silent or noncommittal, 4. 

“Ex-Secretary Baker: — 1; private, 
6; silent or noncommittal, 

“Governor Ritchie: publi 0; private, 
7; silent or noncommittal, 


re 2; private, 0; 


M*; King’s analysis reveals that he 
is a patient but diligent gatherer 
of all possible pertinent information 
from the most far-flung sources. These 
sources include the “morgue” of most 
daily newspapers of New York city, 
and they cover in their stride thirty-odd 
volumes of testimony taken by the New 
York State Commission on Revision of 
Public Service Commission Law, not to 
mention numerous pamphlets on the 
subject. Of course, it is not surprising 
that in the process of such far-reaching 
research Mr. King has perhaps included 
some hearsay and gossip. For example, 
he refers to Harold E. West, chairman 
of the Maryland Public Service Com- 
mission, as “Governor Ritchie’s pub- 
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licity man,” as well as the latter’s 
favorite choice to succeed himself as 
the governor of Maryland. When this 
statement appeared in the Baltimore 
Sun, Mr. West hastened to disavow 
even a remote idea of running for gov- 
ernorship in an open letter to Mr. King. 
Mr. West also pointed out that the 
friends of Governor Ritchie had but 
recently employed a well-known Wash- 
ington newspaper man, Mr. Norman 
Baxter, to handle his publicity. Mr. 
West referred to his own move for 
governorship of Maryland as “the fun- 
niest thing I ever heard,” and ventured 
the opinion that the idea of backing 
himself (West) for governor had never 
entered Governor Ritchie’s head. 

Just the same, several lawyers of 
southern Maryland, when interrogated 
as to their opinion of the West-For- 
Governor move, unanimously replied: 
“Well, why not?” Which appears to 
indicate that Mr. King’s story has some 
foundation in rumor if not in fact. 


OVERNOR Ritchie himself made the 
terse comment on Mr. King’s 
bulletin: “It is better to be roasted 
than not to be mentioned at all.” The 
King document, however, drew more 
direct fire from Representative Charles 
L. Underhill, Republican, of Massachu- 
setts, who, in an open letter published 
on March 21st in the Washington (D. 
C.) Post, invited Mr. King to answer 
the following four specific questions : 


“1. Is Governor Roosevelt in favor of 
government ownership and operation of 
electrical power utilities? Is he in favor 
of government ownership and operation of 
the railroads? 

“2. Is Speaker Garner in favor of gov- 
ernment ownership and operation of elec- 
trical power utilities? Is he in favor of 
government ownership and operation of 
the railroads? 

“3. Will you please make public state- 
ment as to the last meeting of your league, 
its present officers, directots, and members; 
also the names of the persons who for the 
past three years have subscribed the funds 
for your operations? 

“4. You say, or directly imply that mem- 
bers of the Federal Power Commission 
are controlled by the power companies. 
The members of this commission are: 
George Otis Smith, Frank R. McNinch, 


Ralph B. Williamson, Marcel Garsaud, 
Claude L. Draper. ill you not state 
which ones are power controlled?” 


ae Philadelphia Ledger editorial 
on March 22nd saw in the King 
bulletin a boomerang that would ad- 
versely affect the political fortunes of 
Governor Roosevelt, since it would have 
the effect of branding him as a govern- 
ment-ownership advocate just at a time 
when his friends are openly beginning 
their drive to keep Mr. Jouett Shouse 
from the temporary chairmanship of 
the National Convention. The editorial 
suggested that Mr. King should have, 
by a more frank question, placed the 
candidate definitely on record as to 
whether he does or does not favor 
government ownership as a general 
principle. 

The liberal weekly, The New Repub- 
lic, in its March 30th issue, stated: 


“Mr. King’s survey brings out nothing 
that is startingly new, but in view of the 
importance of the subject, it is a useful 
enterprise and one which deserves to be 
remembered.” 


Another liberal weekly, The Nation, 
in its March 30th issue seems to dis- 
agree with Mr. King on the desirability 
of Governor Roosevelt as a liberal can- 
didate. It stated: 


“Just how enthusiastic over Governor 
Roosevelt are such men as Costigan, Walsh 
of Montana, Wheeler, Norris, Brookhart, 
Frazier, Johnson, Shipstead, LaGuardia, 
and Kvale is not revealed; but the public 
decoration of New York state’s governor 
for the best power record reveals an as- 
tounding political naiveté. It is true that 
Governor Roosevelt has fought against 
some intended power grabs and has ad- 
vocated regulation and even public owner- 
ship. But he has fought in a manner 
which, we fear, must be regarded as char- 
acteristic. He has revealed his willing- 
ness to back down on public operation, and, 
what is even more important, has spoken 
in his campaign addresses definitely against 
publicly owned distribution—the keystone 
of any effective plan for public ownership.” 


O NE of the most noteworthy aspects 
of the King bulletin, however, did 
not so much concern the power record 
of the presidential candidates as it did 
concern the opinion of Mr. King and 
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“BUT CAN YOU GET ANYWHERE ON IT?” 


the Senators and Representatives who, 
in a foreword to the bulletin placed 
themselves on record as regarding the 
power question as a major political 


issue. The following two paragraphs 
appeared in italics on the title page: 


“We regard the power question in its 
economic, financial, industrial, and social 
aspects as one of the most important is- 
sues before the American people in this 
campaign of 1932. 

“Its political significance cannot be over- 
estimated and must challenge the attention 
of those interested in any progressive move- 
ment or measure. The reason is plain. 
The combined utility and banking interests, 


headed by the power trust, have the most 
powerful and widely organized political 
machine ever known in our history. This 
machine codperates with other reactionary 
economic, industrial, and financial groups. 
It is strenuously working to control the 
nomination of candidates for the presidency 
and the Congress of both dominant politi- 
cal parties.” 


To these sentiments thirty-seven 
legislators subscribed. Seven of the 
Senators are Republicans: Brookhart 
(Iowa), Cutting (N. M.), Frazier and 
Nye (N. D.), Norris and Howell 
(Neb.), and Johnson (Cal.). There 
were an equal number of Democratic 
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Senators: Costigan (Colo.), Dill 
(Wash.), Gore (Okla.), Long (La.), 
McKellar (Tenn.), Walsh and Wheeler 
(Mont.). Senator Shipstead of Min- 
nesota, the sole Farmer Laborite, was 
the fifteenth signer. 

The Republican Congressmen _in- 
cluded Amlie and Schneider (Wis.), 
Christgau and Selvig (Minn.), Horr 
(Wash. ), La Guardia (N. Y.), and Sin- 
clair (N. D.). The Democratic Con- 
gressmen included Cannon and Romjue 
(Mo.), Collins and Rankin (Miss.), 
Evans (Mont.), Disney and Johnson 
(Okla.), Hill (Wash.), Howard 
(Neb.), Martin (Ore.), Patterson 
(Ala.), Rainey (Ill.), and Thomason 
(Tex.). Mr. Kvale (Minn.), the sole 
Farmer Laborite of the House, also 
signed the bulletin. 


HE National Popular Government 
League regards the power issue as 
the leading issue in 1932. Recent 
sentiment expressed in the press, how- 
ever, would indicate an opposing belief 
to the effect that prohibition is to occupy 


the main ring in the 1932 campaign 
circus. In an editorial published March 
17th, the New York Times said in part 
as follows: 


“Evidence is abundant that many Re- 
publican leaders, some of them actually 
members of the Cabinet, are so impressed 
by the undeniable flowing of the popular 
tide against prohibition that they are con- 
vinced it will be disastrous to their party 
not to recognize this. They are known to 
be working hard for some kind of plat- 
form declaration which looks to modifica- 
tion or ultimate repeal of prohibition. They 
have notoriously been urging the President 
to consent to dropping the ambiguous 
plank of 1928 for something more definite.” 


A more surprising editorial statement 
upon the force of the prohibition issue, 
however, came in an editorial signed by 
Robert Scripps, and syndicated for the 
Scripps-Howard papers, (who have 
consistently advocated government own- 
ership) on March 26th, announcing 
that publisher’s support of Senator 
James Davis for the Republican re- 
nomination for the Senator of Penn- 
sylvania as against former Major Gen- 
eral Smedley D. Butler, whose candi- 


dacy is sponsored by Governor Pinchot. 
Governor Pinchot seems to share the 
opinions of Mr. King and the National 
Popular Government League on power 
questions, while Senator Davis is the 
favorite son of the Hoover administra- 
tion. 

Editor Scripps conceded that he was 
not too enthusiastic in his support of 
Senator Davis. He said that the 
Scripps-Howard papers usually did not 
care for the type of stand-pat conserva- 
tism that Senator Davis stood for, but 
because Senator Davis is a wet, while 
General Butler is an avowed dry, the 
Scripps-Howard chain has announced 
that it will favor present encumbent. 
Mr. Scripps seems to believe that the 
prohibition issue is of more importance 
than other differences between the two 
candidates. 


N editorial in the Gas Age-Record 
took particular care to point out 
that the signatures of the thirty-seven 
Congressmen were attached only to the 
introductory paragraphs already quoted 
from the title page of the pamphlet 
which advanced the power question as 
a major issue in the 1932 election, and 
that the analysis of the candidates’ 
personal records was the individual 
work of Mr. King. Concerning this 
introductory statement, the Gas Age- 
Record stated: 


“We can not help but view this move 
with impatience, if not with alarm. This 
effort, by a group of proven agitators 
against American business as it is organ- 
ized today, comes at a time when other 
problems of far greater importance should 
be considered. Government extravagance, 
rising taxes, prohibition, business recovery, 
unemployment, banking stability, world 
peace, and reduction of armaments are 
only a few of the paramount problems 
facing the United States. Many of these 
problems interlock, but we fail to see where 
the public utility issue in general, or the 
‘power trust’ in particular, fits into the 


picture.” 
—F. X. W. 


Power REcorDS OF THE PRESIDENTIAL CANDI- 
pATES. By Judson King. Bulletin No. 153. 
March 18, 1932. 


a. The New Republic. March 30, 
1932. 
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The Rise and Fall of the Municipal Power Plant 
Movement in Nebraska 


bh Institute for Economic Re- 
search has just published another 
scholarly monograph on the subject of 
the municipal power plant movement. 
This contribution, jointly credited to 
Paul J. Raver and Marion R. Sumner, 
is devoted to a thorough and searching 
analysis of the movement in the single 
state of Nebraska. 

“Nebraska was elected,” according to 
the authors’ preface, “for this case 
study primarily because of the com- 
paratively large extent of the municipal 
ownership movement in that state, and 
because of the relatively complete in- 
formation available.” 

As such, the monograph presents in- 
formation on the numerical and tech- 
nological history of the municipal own- 
ership movement, the statutory and 
constitutional provisions and court de- 
cisions affecting public ownership, and 
the causes of changes in the type of 
ownership of electrical establishments. 
A second function has been to codrdi- 
nate for a single state all the material 
developed in the more intensive studies 
of special phases of municipal owner- 


NUMBER OF ESTABLISHMENTS 


ship made by the members of the staff 
of the institute. The monograph, how- 
ever, is no mere by-product. It ought 
to be very useful, not only to those 
directly concerned with utility prob- 
lems, but to students of social science 
generally. 

A chart accompanying the article 
shows at a glance the rise and fall of 
municipal establishments in the state 
of Nebraska. 

The authors have conscientiously 
attempted to refrain from introducing 
conclusions and implications broader 
than the immediate scope of the data 
available. They give two reasons for 
this restriction: First, because factors, 
such as relative costs of service and of 
financing, rate structures, plant effi- 
ciency, and so forth, should be taken 
into account before general conclusions 
can be drawn regarding certain aspects 
of municipal ownership and private 
ownership. Secondly, because the au- 
thors believe that implications and con- 
clusions might profitably be left to the 
reader. In other words, the monograph 
is absolutely out of the class of propa- 





The number of municipal power plants in existence in Nebraska. The 
shaded lines represent plants originally privately owned, the white lines 
those originally municipally owned, and in competition with private 
plants, and the black lines show plants originally municipally owned. 
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ganda and for that reason should be 
most valuable. It is a cold-blooded 
factual survey. The authors have 
scrupulously hewed to the line of statis- 
tical investigation and have let the chips 
fall where they may. 


MONG the numerous interesting 

findings shown in the monograph 
are the following, which seem to be the 
more outstanding: 

(1) Despite the decreased number of 
municipal generating plants, there has 
been a constant increase in total horse- 
power capacity. This expansion has 
resulted in a constant shifting from the 
small to the larger size establishment. 

(2) The “rise and fall” of the mu- 
nicipal ownership movement in Ne- 
braska has been restricted to plants with 


a capacity of less than 100 horsepower. 
Establishments with a capacity of more 
than 200 horsepower have increased 
steadily in number since 1903. 

(3) Seventy-five per cent of all 
Nebraska municipal establishments 
originated where there was previously 
no electricity. Twenty-two per cent 
superseded privately owned plants, 
while only 3 per cent originated in 
competition with private plants. Mu- 
nicipal plants most recently originating 
seem to offer the least resistance to ac- 
quisition by private companies. 


Municipatty Ownep E ectric UTIities 1n 
Nesraska. By Paul Jerome Raver and 
Marion R. Sumner. Published by The 
Institute for Economic Research. Chicago, 
Ill. Price $1.50. 1932. 





Newspaper Advertisement Revenues Suffer 
from Anti-Merchandising Laws 


gE - latest angle of the utility mer- 
chandising controversy to develop 
seems to be the opposition registered 
against anti-merchandising legislation 
by the press on grounds of lost revenue 
from advertisement. 

Some weeks ago the Kansas Editorial 
Association adopted a resolution urging 
the repeal of the law on the subject in 
that state. But no particular motive 
for the move was generally indicated. 
Now comes word from the Texas Press 
Association Messenger that the restric- 
tions placed on utility merchandising 
have resulted in definite and substantial 
losses in press advertisement. The 
article states: 


“The loss in advertising revenue to 
Kansas papers for the year this law has 
been in force amounted to more than 
$250,000. Sales of appliatces and equip- 
ment to Kansas users of electricity and 
gas dropped more than 62 per cent. A 
careful survey shows more than 85 per 
cent was sold to the users by Montgomery, 
Ward & Company, Sears, Roebuck & Com- 
pany, and other chain stores, less than 


15 per cent being sold by local hardware, 
furniture, and electrical contractor dealers. 


“In Oklahoma a survey shows about the 
same result, and a questionnaire sent out 
to papers in ‘both states shows the loss from 
advertising ranges from $136 to $1,100 per 
paper since the new law went into effect. 

“The secretary has secured from the 
various utilities serving Texas an approx- 
imate amount of their advertising in Texas 
papers for 1931 and finds this exceeds 
$1,250,000. When it is considered there 
are 26 metropolitan daily papers in Texas 
with 80 smaller town daily papers and 
around 700 weekly, monthly, and quarter- 
ly publications carrying this advertising, 
we would estimate that each weekly paper 
carried an average of around $550 in 
utility advertising in 1931.” 


The Texas publishers are apparently 
worried at the prospect of the enactment 
of a proposed anti-merchandising law 
now pending in the current session of 
the Texas legislature. 

—W.R.N. 


Wauat ir Tuis SHoutp Happen to You? 
Texas Press Association Messenger. Feb- 
ruary, 1932. 
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The Living Influence of a Dead Critic of 
the Utility Industries 


ILSON GARDNER’S portrayal of the 

late E. W. Scripps, one of the 
most unique personal factors of recent 
American history, has unusual interest 
for both the executives and the rank 
and file of the public utilities. Most 
utility men are aware of the general 
attitude of the Scripps-Howard news- 
papers toward their industries, although 
few are probably aware of the even 
more widespread influence of the tradi- 
tions of this organization through, first, 
the news reports of the United Press, 
and, second, the widespread infiltration 
of Scripps men in all other branches of 
newspaper and periodical publishing. 

No man who ever worked for E. W. 
Scripps has any apologies to make for 
the attitude of the Old Man on such 
questions. Scripps’ views originated 
and were matured in a period when the 
power of wealth in America required 
rigorous curbing. Although Scripps 
was one of the less widely known 
American personalities of the last quar- 
ter of the 19th century and the first 
quarter of the 20th, few men have left 
a more enduring mark upon the institu- 
tions and traditions of their country 
than he. 

It is ironical, but true, that the high- 
est estimate of Scripps’ life and work 
is probably entertained by men who are 
not in closest agreement with his direct 
journalistic successors today. Whether 
this is merely a defense mechanism on 
their part which they acquired, after 
cans were tied to their tails, by his suc- 
cessors, I do not know; I am not a 
psychologist and I don’t think much of 
psychology, but I do know that wher- 
ever two or three ex-Scripps men are 
gathered together (and, traditionally, 
they ought to be gathered together in a 
speakeasy), the praises of the Old Man 
are chanted, and his successors do not 
shine by comparisons that are made. 
Probably this is, merely the age-old 
impatience of the “used-to-was” crowd 
with those now in the saddle. 


= Gardner was probably better 
equipped to write the intimate 
story of Scripps than any other man 
who ever signed a Scripps payroll, but 
somehow the hero worshippers who got 
pink slips in their pay envelopes, (and 
they are legion), will be inclined to 
believe that Gardner has not done the 
Old Man full justice. Probably he has 
done the man full justice, but he has 
not preserved the heroic proportions of 
his image and tradition. Probably that 
is because he knew him better than any 
of us. But I wonder whether, in the 
case of men who have made history, 
the important reality is the flesh and 
blood man, or the image projected by 
him into the minds of his henchmen. 

Of Gardner’s affection and admira- 
tion for Scripps there is evidence on 
every page of this book, but I cannot 
help thinking that it is a pity that Gard- 
ner could not also know that aspect of 
Scripps which existed in the minds of 
his bush league editors, whose personal 
contact with him was very slight but 
who were subconsciously under his in- 
fluence night and day. For instance, I 
do not believe that any man who ever 
navigated one of the small, weather- 
beaten but thoroughly seaworthy jour- 
nalistic craft which Scripps launched 
in many secondary cities, would sub- 
scribe for one instant to Scripps’ state- 
ment after his retirement from St. 
Louis, that Joe Pulitzer was a better 
man than he was, Gunga Din. Every- 
body knows that both Pulitzer and 
Hearst measure up as big men, but I 
am satisfied, and every other old-time 
Scripps man I know is satisfied, that 
Scripps was a bigger man than both 
of them put together. 


C73 has done a delightful job 
in dispelling the myth that Scripps 
Primarily, he was 
a captain of journalistic industry, with 
a gift for absentee management which 
has probably never been equalled. He 


539 


was a real radical. 















































was a nationalist, a big navy man, and 
his only real social creed was an emo- 
tional liking for the “working stiff,” 
summed up in his characteristic for- 
mula : 

“God damn the rich—God help the 

_— 

This, by the way, is one of the most 
printable of his formulas, and Scripps 
could never see anything inconsistent 
with believing and acting that, while 
at the same time accumulating one 
of the greatest of American fortunes 
and living the gorgeous life of an 
industrial baron who knew how to live 
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—which few of them know how to do. 

In one respect Gardner adds fat to 
the Scripps tradition. He asserts that 
the Old Man drank a gallon of whisky 
a day. The story that was told to us 
bush leaguers was that it was two 
quarts a day, and even this was hardly 
credible to his editors and reporters, 
who, as a rule, certainly strove to 
emulate his prowess in this, as in other, 
lines. 

—Harper Leecu 


Lusty Scrrrs. By Gilson Gardner. New 
York: The Vanguard Press. $3.50. 274 
pages. 1932 





The Utterances of Congress about the Utilities 


In the Senate 


FEDERAL COURT RESTRICTION 


Mi; Johnson (R.) of California obtained 

leave to have published in the appendix 
of the Congressional Record a letter from 
the president of the California commission, 
Clyde L. Seavey, urging the adoption of a 
pending proposal to amend the Federal Ju- 
dicial Code (§ 24) so as to limit the juris- 
diction of Federal courts to restrain the en- 
forcement of the orders of state regulatory 
commissions until state courts have at least 
had a reasonable opportunity to exercise 
appellate jurisdiction. Mr. Seavey’s letter 
was accompanied by a reprint of his address 
on the subject delivered by himself to the 
national convention of the National Asso- 
ciation of Railroad and Utilities Commission- 
ers at Richmond, October, 1931, and also by 
a judicial review of state administrative ac- 
tion prepared by the legal staff of the Cali- 
fornia commission. (March 10, 1932) 


¥ 
WISCONSIN’S REGULATORY PROGRAM 


rk. Blaine (R.) of Wisconsin obtained 

leave to have reprinted in the appendix 
of the Record a radio address delivered on 
March 14th by Governor La Follette of Wis- 
consin, dealing, among other things, with the 
policy now established in that state to en- 
courage cooperative state and municipal ac- 
tion in the operation of publicly owned utility 
services. Speaking of general regulation of 
industry, Governor La Follette said, “We 
do not favor the government trying to run 
business. We do favor the government 
providing the machinery to enable business 
eed to govern itself.” (March 17, 
1 
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PROGRESSIVE CONGRESSIONAL PROGRAM 


M* Norris (R.) of Nebraska obtained 
leave to have reprinted in the appendix 
of the Congres. Record a radio address 
delivered in Chicago by Mr. Brookhart (R.) 
of Iowa on “The Progressive Program in 
Congress,” which outlined the aims of the 


liberal members of Congress. (March 24, 
1932) 
oa 
BUS REGULATION—GOVERNMENT 
OWNERSHIP 


M* Wagner (D.) of New York presented 
two resolutions adopted by the Ameri- 
can Fruit and Vegetable Shippers’ Associa- 
tion at a meeting in Chicago on January 
27, 1932. One resolution urged the imme- 
diate withdrawal of the government from 
all forms of private business, and the second 
urged the enactment of legislation for the 
regulation of motor truck and bus transpor- 
tation in the United States by the Interstate 
Commerce Commission and the state com- 
missions, respectively. Both resolutions were 
referred to the Senate committee on inter- 
state commerce. (March 30, 1932) 


a 


M;°; Couzens (R.) of Michigan obtained 
leave to have printed in the Appendix 
of the Record an article from the New York 
Times of April 3rd, by Professor William Z. 
Ripley, urging supervision by the Federal 
government of utility holding companies. 
(April 4, 1932.) 
a 


M* Long (D.) of Louisiana spoke on 
proposed tax legislation and various 
economic trends in the United States. In 
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his remarks he vigorously criticized the Su- 
preme Court of the United States for its 
persistence in following the valuation rule 
first laid down in Smyth v. Ames. He ac- 
cused the highest court of distorting and re- 
making the laws, and ventured the opinion 
that such supreme judicial power would 
ultimately have to be curbed. (April 4, 1932.) 


ha 


rn. Norris (R.) of Nebraska obtained 
M leave to reprint in the Record a brief 
editorial from the Washington Herald of 
April 8th, commenting on a report of the 
Senate District of Columbia Committee on 
the proposed street railway merger legisla- 
tion for the city of Washington. (April 8, 


1932.) 
> 


In the House of Representatives 
MUSCLE SHOALS 


x. Crisp (D.) of Georgia obtained leave 
M to have reprinted in the appendix of 
the Record a radio address delivered by 
Mr. Hill (D.) of Alabama, chairman of 
the Muscle Shoals subcommittee of the 
House Military Affairs Committee. Mr. 
Hill’s address explained the provisions of the 
proposed bill on the subject which his sub- 
committee reported favorably. (March 17, 


1932) 
* 


M* Jeffers (D.) of Alabama reviewed 
briefly the history of the Muscle Shoals 
situation with special reference to the testi- 
mony of Mr. Hunt Frazier, of the Selma 
(Ala.) Chamber of Commerce, before the 
House Committee.on Military Affairs, and 
concluded by urging the passage of the re- 
vised proposed bill for the leasing of the 
Muscle Shoals, if proper leasing terms can 


be secured, with an alternative on govern- 
mental operation. (March 26, 1932) 


a 
FEDERAL TRADE COMMISSION 


r. French (R.) of Idaho spoke defend- 

ing the proposed appropriations for the 
Federal Trade Commission, outlining the 
nature of the commission’s work and the 
beneficial results so far achieved. Mr. Amlie 
(R.) of Wisconsin also defended the work 
of the Federal Trade Commission, particularly 
with respect to its investigation into the 
affairs of the Electric Bond & Share Com- 
pany. Mr. Amlie reviewed unfavorably the 
activities of the Joint Committee of the 
National Utilities Association and its Wash- 
ington representatives, and the latter’s opposi- 
tion to the utility investigation as originally 
proposed by Senator Walsh of Montana in 
927. Mr. Amlie condemned in detail cer- 
tain “write-up” valuations of certain named 
electrical utility companies. He stated that 
such write-ups were used not only as a basis 
for unsound securities, but also “have fur- 
nished the basis for the fixing of utility rates.” 
He criticized the domestic rates charged by 
the electrical utilities in the United States 
as being excessive, and introduced a chart 
showing the relatively lower cost for such 
service by the governmentally operated hydro 
system in Ontario, Canada. > cauienenll 
the alleged activities of the utilities in 
spreading propaganda and corrupting elec- 
tions, the press, and institutions of higher 
learning. (April 6, 1932.) 

ye 

rk. Rayburn (D.) of Texas spoke de- 

fending the work of the Interstate 
Commerce Commission, particularly of the 
Bureau of Valuation, and urged that the 
appropriations for such work be sustained. 
(April 6, 1932.) 





Other Articles Worth Reading 


Over Froricxinc City Faruers. World’s 


Work. April, 1932. 

How their sustained whoopee has raised 
government costs 8 per cent, while wages 
have decreased 40 per cent, corporation 
earnings 68 per cent, and commodity prices 
26 per cent. The cure lies with militant 
bodies of organized real-estate owners— 
and with the banks. 


Urmiry PurRCHASING AND THE Pustic In- 
TEREST. By Hugh White, President, Ala- 
bama Public Service Commission. Elec- 
trical World. March 26, 1932. 


Wisconsin’s Latest Steps 1n Utizity Rec- 
uation. By David E. Lilienthal, Public 
Service Commission of Wisconsin. Elec- 
trical World. March 12, 1932. 





Publications Received 


Principtes or Pusiic Utiirres. By Eliot 
Jones and Truman C. Bigham. The Mac- 
millan Company, New York, New York. 
1931. 799 pages. Price $4.25. 


Tue Parapox or Prenty. By a Leech. 
Whittlesey House, McGraw-Hill Book 
Company, New York. 1932. 204 pages. 
Price $2 
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The March of Events 





Alabama 


Lower Electric Rates in Bir- 
mingham Are Proposed 


F. McDonnett, chief engineer for the 
® public service commission, has prepared 
a revised schedule for commercial and do- 
mestic electric rates in Birmingham which, 
it is said, would benefit approximately 25 
per cent of the present residental lighting 
customers and about 30 per cent of the com- 
mercial customers. The commission had 
directed Mr. McDonnell to make an investi- 
gation after the commission dismissed a peti- 
tion by J. Q. Smith against the Birmingham 
Electric Company. 

The recommendations for revision include 
the suggestion that the present “M-1” resi- 
dence rate which is available only to house- 
holds having certain heavy service appliances, 
such as electric stoves or refrigerators, shall 


be available to all domestic consumers. The 
proposed schedule would also make this rate 
available at reduced cost to 4 and 5-room 
houses now having to pay on a minimum 
6-room basis. 

At present there is said to be discrimina- 
tion between the commercial lighting custom- 
er and the commercial power customer with 
like usage. Mr. McDonnell recommends 
changes in rates to remove the alleged dis- 
crimination. 

The city of Birmingham has also peti- 
tioned the commission to investigate and re- 
duce electric rates, but the Alabama Rate 
Association, according to the Birmingham 
News, has asserted that the city officials took 
action looking to a reduction after the com- 
mission had completed its investigation for 
this purpose, and the association has request- 
ed the city commission to keep hands off 
during the state commission inquiry. 


2 
Conneéticut 


Past Earnings Do Not Justify 
Confiscatory Rate 


igi omeed was aroused last year when the 
Connecticut commission fixed rates for 
the Clinton Electric Light & Power Com- 
pany which would produce a return of 5 
per cent. Judge Earnest C. Simpson, in a 
memorandum decision in superior court, has 
now ruled that the rates fixed by the com- 
mission are “unreasonable and confiscatory.” 
This is the first case ever tried in Con- 
necticut involving an appeal from an order 
of the commission fixing rates for an elec- 
tric light company or other utility, according 
to the New Haven Register. 

The court, although holding that the rates 
would not be sufficient, denied the company’s 
plea for increased working capital. The 
court did not attempt to fix the rates which 
the company shall charge but held that the 
commission order was invalid. 

In the opinion it is stated that a utility 
should at least be entitled to a greater rate 
of income than paid by savings banks in the 
same community. It was remarked that the 


financial history of the company showed that 
it had made money and perhaps more than 
it should have been allowed to make but 
that the financial history also showed that 
the earnings made had been allowed to re- 
main as invested capital or returned to it for 
such purpose. The opinion continued: 

“While the amount of reserve for deprecia- 
tion already set up has a bearing on what 
rate of depreciation should now. be allowed 
for rate making, I can see no relevancy of 
the financial history as bearing upon the 
future return the company should be allowed 
on its invested capital, except that it would 
justify the lowering of the rate so as to 
bring it within a reasonable return. 

“What the company has received for serv- 
ices in the past belongs to it, and as long 
as held and used for public service it is 
entitled to a reasonable return thereon. The 
court is unable to find that the 23 per cent 
rate of depreciation for rate-making purposes 
as allowed by the commission is unreason- 
ably low, in that of the large amount ac- 
cumulated on the books for the purpose and 
when it is. admitted the property is within 
90 per cent of sound value.” 
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Delaware 


Board Asked to Seek Lower Rate 


IDESPREAD public dissatisfaction, accord- 
Wins to the Wilmington News, is de- 
veloping against the rates for gas and elec- 
tricity charged by the Delaware Power and 
Light Company. At a recent meeting of the 
Wilmington Board of Public Utility Com- 
missioners, former Adjutant General J. 
Austin Ellison appeared and made a general 
complaint in his own name and on behalf 
of other citizens who, he said, have been 
discussing the local rates which they think 
are too high. He also suggested that the 
company utilize natural gas. 

The commission appointed a committee 
to aid the secretary of the commission in 
compiling a statistical table of comparative 


e 


gas and electric rates showing those prevail- 
ing in Wilmington and other cities in the 
east. The committee is to report back to 
the commission, after which a conference 
with the directors of the utility company 
is expected to be arranged. 

It was pointed out that rates in Philadel- 
phia average 5.2 cents per kilowatt hour, 
while in Wilmington the average rate is 7.6 
cents. There is no state public service com- 
mission in Delaware. 

Thomas W. Wilson, president of the com- 
pany, issued a statement pointing out that 
from time to time within the past four 
years the company made nine voluntary re- 
ductions in electric or gas rates, giving the 
customers a saving of well over one-half 
million dollars a year. 


District of Columbia 


Taximeter Order Opposed 


"Fsamee companies in Washington have 
served notice that they will ask for a 
rehearing of their suit in the District supreme 
court to restrain the commission from put- 
ting into effect its order requiring taxicab 
meters. Major General Mason M. Patrick, 
chairman of the commission, had told the 
house district committee that the order is 
designed to enable drivers to make a living 
with reasonable hours of work. 


e 


Representative Thomas L. Blanton, re- 
cently moved to cut off Chairman Patrick 
without pay if he insists on enforcing the 
order. On motion by Representative Blanton 
the house had adopted a resolution asking 
the commission to revoke the order. The 
representative is quoted as saying 

“If the chairman of the public utilities 
commission has no more regard for the 
unanimous expression of this house, opposing 
a return to taximeters, then I will offer an 
amendment to cut off payment of his salary.” 


Florida 


Municipal Utilities Object to 


New Taxes 


T= constitutionality of Florida’s new tax 
upon public utilities, provided for in a 
law passed by the 1931 legislature, is being 
questioned in the circuit court at Tallahassee 
by seven municipalities which operate public 
utilities. Although the cities object to being 
taxed in the same manner as private utilities, 
they attack the validity of the entire statute. 

The new law imposes a tax of 1} per cent 
on the gross revenues of all utilities, includ- 
ing those municipally owned, from the sale 
or use of electricity and gas for light, heat, 
and power, and from telephone and telegraph 


& 


services. The law became effective last July. 
The cities advanced the following claims, 
according to the United States Daily: 

(1) That the tax imposed by the act is not 
a license or excise tax and not an ad valorem 
tax—hence it must be an income tax and if 
so is contrary to the state Constitution which 
prohibits an income tax in Florida. 

(2) That the title to the act is defective 
and in several respects violative of the state 
Constitution. . 

(3) That the law cannot and does not 
apply to municipal corporations, since mu- 
nicipal property is exempt from taxation. 

(4) That the whole act is ambiguous, in- 
definite, uncertain, unreasonable, and confis- 
catory. 
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Daytona Wants Cheaper Light 


FFICIALS of the city of Daytona Beach, 

with the endorsement of the Daytona 
Beach Hotel Association, are attempting to 
bring about a lower rate for electricity fur- 
nished by the Florida Power & Light Com- 
pany. They have obtained information from 
other communities for comparative purposes 
and they contend that utilities in other places 
make money at lower rates, 

Complaint is made that the city must pay 
for a separate meter for every building it 
has and that the rate is 13 cents per kilowatt 
hour. For street lights the city pays a flat 
power rate in addition to a rental on the 
light standards. Mayor Armstrong has sug- 
gested that the power os e4 sup pply the 
municipality free of cost. He said that the 
power company needs the street lights to 
absorb the overflow supply of current when 
consumption falls off. 


Water Consumers Outside of 
City Pay Higher Rate 


SH board of aldermen of Tampa has 
approved an increase in rates for water 
to consumers outside the city amounting to 
50 per cent and has abolished the 10 per cent 
discount for prompt payment. The Tampa 
Tribune states: he rate increase for con- 
sumers outside the city is in line with rates 
charged patrons of similar status by many 
municipal water departments, Superintendent 
Rankin advised the board in the following 
table showing percentages in other cities: 
Columbia, S. C., 100 per cent; Knoxville, 50 
per cent; Denver 68 per cent; Erie, Pa., 25 
per cent; Flint, Mich., 50 per cent; Memphis, 
50 per cent; San Antonio, Tex., 100 per cent; 
Greensboro, N -.c cent; Atlanta, 100 
per cent; Columbus, a., 30 per cent, and 
Miami, 50 per cent.” 


Georgia 


Rate Cut for Atlanta Utility — 
Services Is Asked 


EDUCTION in public utility rates in Atlanta 

is being sought by the city council, 
which has instructed City Attorney James L 
Mayson to codperate with members of the 
public service commission in the matter and 
has requested the commission to force the 
Southern Bell Telephone Company, the At- 
lanta Gas Light Company, and the Georgia 
Power Company to show cause why a reduc- 
tion “in line with the general decrease in 
production costs should not be allowed At- 
lantans.” 


& 


The rate resolution adopted by the council 
recited that whereas heavy reductions in 
salaries and wages had been required, the 
values of property of all kinds had been 
drastically deflated, materials employed by 
public utilities were obtained at greatly re- 
duced cost, and the services of public utilities 
in Atlanta were last year determined upon, 
based on property values approximately 50 
per cent higher than now prevail and upon 
operating costs greatly in excess of present 
costs, therefore, “it is not only just and prop- 
er but mandatory under the law that cost 
of service of public utilities be revised in 
keeping with reduced property values and 
operating costs.” 


Illinois 


Chicago Gas Case May Set 
Important Precedent 


P uBLIc utility and financial circles are quite 
generally interested in the hearings before 
the Siilinois Commerce Commission on rates 
to be charged by the Peoples Gas Light & 
Coke Company of Chicago. The decision in 
this case, it is said in the New York Journal 
of Commerce, constitutes an important pre- 
cedent governing gas rates in communities 
where natural gas is introduced or is sold 
after mixing with manufactured gas. This 
paper states: 


“Extensive construction of natural gas pipe 
lines and mixing of natural gas with artificial 
gas in many communities not previously 
served with such facilities has created the 
need for new rate standards which will pro- 
tect both company and consumer, it is said, 
as well as investors in gas properties. The 
Peoples Gas Case is one of the most import- 
ant instances of where a decision must be 
reached on this matter. 

“Last year the company introduced a nat- 
ural gas mixture into its plan and at the 
same time proposed lower rates for both 
cooking and house heating of 3} per cent and 
22 per cent, respectively. The Illinois com- 
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mission in a temporary order fixed the re- 
duction at 64 per cent for cooking and 31 
per cent for house heating. 

“The company holds, as do a number of 
gas executives in the metropolitan area here, 
that if the higher rates are imposed the com- 
pany will be deprived of practically all benefit 
to be realized from the 55 per cent natural 
gas mixture. A broad aspect of the question 
concerns the attitude of other public service 
commissions, which, if they follow along the 
same lines as the Illinois body, may make 
the same impositions. It is the old question 
of what percentage of the savings due to 
operating efficiency shall be retained by the 
company and what percentage shall be passed 
on to the public. The Insull management in 
the Chicago case has sought to make it clear 
that it feels the public is benefiting materially 
from the company’s own proposal and that 
the bigger reductions asked by the commis- 
sion are unfair. 

“In making a 22 per cent reduction in 
house-heating rates the People’s company is 


e 


following the practice pursued by most com- 
panies endeavoring to build up this load. 
Certain gas operators are of the opinion that 
this market represents the one big future 
outlet for gas and the fact that the electric 
industry is preparing for such intensive sales 
development work in the field of cooking and 
water heating indicates that sales resistance 
in these channels will increase rather than 
diminish.” 

Cities throughout the state are manifesting 
interest in hearings before the commission 
in support of the contention that the rate on 
Panhandle Illinois pipe line natural gas 
should be reduced between 12 and 20 cents 
per thousand cubic feet to a basic rate of 
48 cents the first year and 30 cents for subse- 
quent years of normal o tion. 

An association of 67 cities and communi- 
ties in the Western United Gas and Electric 
Company territory has been organized to 
look out for the municipal interests in the 
gas cases now pending before the commis- 
sion. 


Indiana 


Indianapolis Water Rate Con- 
troversy Settled 


ITIGATION concerning the rate structures 
and property valuations of the Indian- 


L 


apolis Water Company will not come to the 
Federal courts again at this time, since the 
city, the commission, and the water com- 
pany, on March 25th, reached an amicable 
settlement of the controversy during hear- 


ings before the commission. Further pro- 
ceedings appear to be in abeyance for at 
least a year. 

Upon recommendation of Commissioner 
Cuthbertson, the commission had proposed, 
by an a i ge order under § 122 of the 
Public Service Commission Act, to make 
an emergency order based on its concept of 
the prevailing conditions of business depres- 
sion in the state. Upon complaint by Mayor 
Reginald Sullivan of Indianapolis, it was 
proposed to reduce substantially the revenues 
of the company from its metered sales, cut 
$112,000 from the city’s annual payment for 
fire hydrant service, and reduce the minimum 
bill to general customers from $1.50 to $1.08 
per month. These proposals for emergency 
reduction were based on the city’s urgent 
situation as to budget and tax rate, and upon 
the widespread conditions of unemployment 
- diminished income among the working 
classes. 


e 


Hearings before the commission began on 
March 22nd, with Corporation Counsel Ed- 
ward H. Knight representing the city, and ex- 
Judge William L. Ransom of New York and 
Joseph J. Daniels of Indianapolis represent- 
ing the water company. The city and the 
commission had called some ten witnesses to 
the stand and the water company had begun 
the presentation of its case, when Commis- 
sioner Cuthbertson brought counsel togeth- 
er, and then finally the parties, in an effort to 
secure a fair adjustment on a temporary bas- 
is to tide over the emergency in the commu- 
nity, without prejudice to the rights or claims 
of the company, the city, or the general cus- 
tomers. 

Such a settlement was effectuated and an- 
nounced the following morning. The com- 
mission on April Ist approved the compro- 
mise rate reduction. Fire hydrant bills were 
reduced $66,000 a year, which means a re- 
duction of one cent in the tax rate. The wa- 
ter company pays one fortieth of all the tax- 
es paid in Indianapolis. The minimum bill 
of $1.50 for 700 cubic feet or less per month 
was reduced proportionately to $1.08 for 500 
cubic feet or less per meter per month. The 
“follow-on” blocks and rates were so rear- 
ranged as to make good the loss of revenue 
through the change in the minimum bill and 
yield the water company a net increase of 
> in its annual revenues from metered 
saies. 
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Kentucky 


Short-term Rate Contract 
Preferred 


SHORT-TERM rate contract subject to re- 
vision every five years, according to the 
Louisville Times, is expected to be a feature 
of the new gas and electric franchise in Lou- 
isville. T. Bert Wilson, president of the 
Louisville Gas & Electric | Aan is said 
to have announced that such an arrangement 
had the company’s approval. Mayor Harri- 
son was expected to begin negotiations for 
the sale of the franchise, which must be sold 
before March, 1933. 
The mayor said that fair rates for the pub- 
lic and for the utility demanded short-term 
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contracts. He had no objection to 20-year 
franchises, but he believed that the rates 
should be subject to more frequent revision. 
Otherwise the courts would be asked by the 
utilities to relieve them from low rates while 
the public would get little, if any relief. Mr. 
Wilson also expressed the belief that long- 
time rate contracts usually work unjustly. 

The Taxpayers’ League has named a com- 
mittee of five members for the purpose of 
making recommendations concerning rates 
under the new franchise. The committee was 
also instructed to communicate with bonding 
concerns with a view to inviting their repre- 
sentatives to come to Louisville to discuss 
the financing of a municipal gas and electric 
plant. 


Maryland 


Civic Society Renews Attack 
on Commission 


NVESTIGATION of the public service com- 
mission, the United Railways, and Balti- 
more utility companies by a special committee 
of “reputable Baltimore citizens,” to be ap- 
pointed by the legislature if it holds a special 
relief session, has been suggested at a meet- 
ing of the Park Heights Civic Improvement 
Association, according to the Baltimore Post. 
The association has renewed its attack on the 
integrity of the commission and authorized 


I 
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a letter to Governor Albert C. Ritchie again 
demanding its abolition. 

Governor Ritchie recently denied a petition 
of the association to remove the utilities 
board, declaring it had the confidence of the 
community. The letter to the governor 
charged that Chairman West was trying to 
“becloud the issue” and had made a “vain 
attempt to discredit our organization.” The 
association expressed the belief that removal 
of the utilities board would result in state- 
wide reduction in gas, electric, and telephone 
rates and substantial reductions in street 
railway fares. 


Minnesota 


- ness of the company showed a substantial in- 


Commission Probes Telephone 
Rates 


HE commission early this month opened 

its investigation of rates of the Tri-State 
Telephone & Telegraph Company in the St. 
Paul area. L. R. Bitney, statistician, testi- 
fied in behalf of the state that although there 
had been a reduction of 28.9 per cent in com- 
modity prices, telephone rates had remained 
at the 1926 level. He testified that telephone 
rates in St. Paul were increased from 25 to 
150 per cent in the 6-year period from 1916 
to 1921. At the same time, he said, the busi- 
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crease. 

The cities of St. Paul and South St. Paul 
are interveners in the case. Attorney Gen- 
eral Henry N. Benson entered an appearance 
at the opening of the case, which ~ placed 
in charge of Charles E. Elmquist of St. Paul, 
special assistant attorney general and former 
member of the commission, and John F. 
Bonner, assistant attorney general. The 
present rates have been in effect since March 

, 1921, when a rate schedule was installed 
by order of the Federal district court. These 
rates were subsequently adopted by the com- 
mission. 
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New Hampshire 


Restrictions by Commission Are 
Attacked in Brief 


BRIEF in behalf of the New Hampshire 
A Gas & Electric Company and the Derry 
Electric Company has been filed with the su- 
preme court by Robert W. Upton and Robert 
G. Dodge, attorneys for appellants, in oppo- 
sition to the orders of the public service com- 
mission relating to transactions between the 
local utilities and the Associated Gas & Elec- 
tric Company and the New England Gas & 
Electric Association, it is reported in the 
United States Daily. 

The commission’s order prohibited operat- 
ing companies from borrowing money on 
open account or paying further interest to 
holding companies for money so borrowed 
until the commission shall have approved the 
transactions. It was further ordered that no 
more payments should be made to the J. G. 
White Management Corporation, which holds 
a contract to manage the utilities, without 
approval by the commission. 

The companies were also ordered to dis- 
continue the present practice of selling appli- 
ances on behalf of the Associated Appliance 
Corporation, another unit of the Associated 
Gas and Electric System. Several other re- 
quirements were made concerning the rela- 


tionship between the affiliated companies. 
The utilities, in their brief, contend that the 
orders are invalid for the following princi- 
pal reasons: 

1. They are beyond the authority conferred 
upon the commission by the statutes of New 
Hampshire, are based on an improper con- 
struction of these statutes, and are directed 
to matters outside the regulatory jurisdiction 
of the commission. 

. They are repugnant to the Constitution 
of New Hampshire and the Fourteenth 
Amendment of the Constitution of the United 
States in that = arbitrarily and unreason- 
ably interfere with the rights of the compa- 
nies in the management and control of their 
properties and franchises, and deny to the 
companies the equal protection of the laws 
and deprive them of their property without 
due process of law. 

3. In so far as the commission undertakes 
to order the companies to desist from con- 
duct which it regards as violating the law it 
has acted without authority, has assumed ju- 
dicial powers, and has endeavored to usurp 
the functions of the courts of the state. 

The brief contends that no complaint has 
been made as to the rates of the utilities, that 
not more than an adequate return is being 
received by them, and that the subject mat- 
ter of the orders is one of management. 
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New Jersey 


Experiments with Weekly Pass 


OS to a petition by the Trenton 
Transit Company for authority to in- 
crease its fare to 10 cents was withdrawn on 
April 5th, according to the Trenton Times, 
when the company assured the state board of 
public utility commissioners that it would re- 
vert to the present 8-cent fare if the dollar 
weekly pass experiment should be discontin- 
ued. The company had asked for authority 
to charge a 10-cent fare to riders who did 
not use the weekly pass. There was some 
fear on the part of city representatives that 
the company might discontinue the weekly 
pass and then charge everyone a 10-cent rate. 
The company’s assurance cleared this phase 
of the case and, according to City Counsel 
Charles E. Bird, it only remained to deter- 
mine whether the discrimination between the 
pass rider and occasional passengers would 
be warranted and just. 


It was testified that the number of passen- 
gers had shown a considerable increase since 
the dollar weekly was put into effect on No- 
vember 29, 1931, and that the revenue had 
fallen off slightly. Rankin Johnson, presi- 
dent of the transit company, said that the 
company could not longer continue sale of 
the weekly passes unless the 10-cent fare for 
occasional riders were granted. He said that 
this was not a rate case but that the com- 
pany was merely asking permission to con- 
duct an experiment which was undoubtedly 
popular and which the company officials 
hoped would enable the transit company to 
meet some of the current obligations. 

City Attorney Bird, in a statement, said 
that although there was a tendency to at- 
tribute traction difficulties to mismanagement 
and overcapitalization, this, if it exists, con- 
cerns only security holders since the income 
allowed by law is a reasonable return upon 
actual fair value of property. 


e 
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New 


Therm Basis for Gas Service Is 
Not Accepted 


Tz public service commission has noti- 
fied the Binghamton Gas Works that un- 
less -it files a new schedule for the sale of 
gas embodying certain reductions in rates 
based on a cubic foot basis, the commission 
would suspend the schedule which the com- 
pany filed on March 12th providing for a 
change from the cubic foot basis of charge 
to a therm basis and increasing the heating 
content from 537 to 850 B. T. U. This noti- 
fication was contained in a letter by Chair- 
man. Maltbie. 

The commission is now making an investi- 
gation of a proposed change to a therm basis 
in Syracuse. Chairman Maltbie in his letter 
points out that the cubic foot basis of meas- 
uring and charging for gas has been in ef- 
fect for generations and that the consumers 
understand it. He stated that the commis- 
sion did not readily understand why there 
should be any disinclination to measure and 
bill the gas on a cubic foot basis pending the 
commission’s determination in the Syracuse 
Lighting Company Case as to the justification 
for the therm basis for charging for gas in 
New York state. He said that whether or 


Y ork 


not a therm standard should be permitted to 
become effective is a matter of great public 
interest. 

ca 


Tax on Subway Riders 


Aton sales tax on all rapid transit rides, 
to be collected by the companies and 
turned intact into the city treasury, accord- 
ing to the New York Times, has been sug- 
gested by Professor Lindsay Rogers of Co- 
lumbia University, as a feasible method of 
relieving the drain upon the city budget and 
easing the tax burden upon real estate. He 
said that this method of fare increase would 
be preferable to a modification of the con- 
tract with the company, since under such 
modification the city’s revenue would be un- 
certain, in view of provisions relating to com- 
pany preferentials, maintenance charges, and 
various company expenses. 

He declared that it would cost the city 
$25,000,000 to continue to subsidize the 5-cent 
fare, which New York officials have insisted 
upon keeping. He predicted that the 2-cent 
tax would bring into the city treasury each 
year close to $40,000,000, despite any diminu- 
tion of traffic which might result from its 
imposition. 
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Pennsylvania 


Commission Starts Drive for 
Lower Electric Rates 


ug Pennsylvania commission has moved 
to secure reductions in electric rates 
through conferences with public utility off- 


cials with the purpose of obtaining an ex- © 


peditious revision downward in rates. The 
action came in the adoption of a resolution 
offered by Commissioner Samuel Walker. 
Commissioners Walker and Woodruff were 
named by Chairman William D. B. Ainey as 
the negotiating committee. They were in- 
structed to pay particular attention to the 
reasonableness of domestic rates of the util- 
ities. . 

Rate structures as well as rates themselves 
will be included in the study. The commis- 
sion has generally ruled that 7 per cent is a 
fair return, and where net earnings show a 
higher percentage of the book value after 
depreciation plus an allowance for working 
capital and a 10 per cent allowance for go- 
ing concern value, the companies will be 
asked voluntarily to reduce rates to a figure 


conforming to the 7 per cent rule, according 
to Commissioner Woodruff. 

The resolution initiating this study of rates 
points out that rate controversies are usually 
expensive and fraught with much delay. It 
is highly desirable that adjustments shall be 
accomplished without the necessity for ex- 
pensive procedure. This can be obtained 
only by negotiations and voluntary readjust- 
ments. 

Last January Commissioner Woodruff of- 
fered a resolution which would have promul- 
gated for immediate enforcement maximum 
electric rates for all electric utilities in the 
state of 5 cents for the first five kilowatt 
hours, 3 cents for the next sixty, and 2 cents 
for all additional kilowatts used. This reso- 
lution was not adopted. Prior to the adop- 
tion of the resolution inaugurating the pres- 
ent movement for lower rates, Commissioner 
Woodruff offered a modified resolution call- 
ing for appointment of a committee to con- 
fer with electric utilities concerning a revi- 
sion of rates upon the basis of the schedule 
proposed in his January resolution, but this 
resolution was not adopted. 
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Tennessee 


Commission Orders Investiga- 
tion of Power and Light Rates 


HE Memphis Power and ].ight Company 
tS the Tennessee Public Service Com- 
pany have been ordered by the commission 
to show cause why reductions should not be 
made in their charges. The commission set 
a hearing for the East Tennessee Power 
Company on April 26th, and the Memphis 
hearing on May 3rd. The commission had 
previously cited the Kentucky-Tennessee 
Light and Power Company to show cause 
why its rates should not be reduced in upper 
West Tennessee. 


e 


W. J. O’Brien, vice president and general 
manager of the Memphis Power and Light 
Company, is quoted in the Memphis. Evening 
Appeal as saying that the company would 
furnish the commission with any facts they 
wish. He said that the matter of rates had 
been up for discussion with Mayor Overton 
and that a very careful study of the matter 
was being made by the city and the utility. 
He pointed out that the rate structure of a 
company handling domestic, commercial, and 
industrial power is quite extensive and. any 
consideration of rates involves many compli- 
cated and technical questions. Therefore, he 
did not deem it proper to enter into a dis- 
cussion of those matters before the hearing. 


West Virginia 


Wheeling Complains against 
Natural Gas Rates 


Ts public service commission is to pass 
upon a complaint by the city of Wheel- 
ing that natural gas rates of the Natural Gas 
Company of West Virginia are too high. The 
present rate is 52 cents per thousand cubic 
feet. Prior to 1927 there was a 40-cent rate 


e 


in effect under an agreement, and the city 
contended that upon the expiration of the 
agreement in 1927, the 40-cent rate should 
have been restored, but the commission and 
the courts have ruled against this contention. 

This is said to be the first time that a city 
in West Virginia has taken the initiative in 
seeking a rate reduction. Frequently there 
have been protests when rate increases were 
proposed by utilities. 


Wisconsin 


Commission Orders Inquiry into 
Natural Gas Situation 


HE public service commission has or- 

dered an investigation of the natural gas 
situation in the state, suggesting that if gas 
utilities do not make contracts with the natu- 
ral gas pipe line companies whose lines are 
approaching the state and pass adequate bene- 
fits on to the consumers, applications will be 
entertained from the pipe line companies 
themselves to distribute the product. 

The commission recognizes the fact that 
natural gas pipe line interests are negotiat- 
ing with nine Wisconsin public utilities for 
the piping of gas into the state, and it is to 
watch the situation with a view of protecting 
the public interest. The order states in part: 

“It may be that the Wisconsin gas compa- 
nies will decline to purchase natural gas of 
the pipe line interests now at our borders, 
giving as their reason that no advantage will 
accrue to them or to Wisconsin users of gas 
as a result of the introduction of natural gas. 
If such a decision is ultimately made the 


commission is under an imperative duty to 
determine if the decision is justified, from 
the standpoint of the ueneing public. 

“It may upon investigation find that arti- 
ficial gas is or can be manufactured so cheap- 
ly, particularly in the light of the by-product 
situation, that natural gas, either mixed or 
pure, when transmitted such vast distances 
at great cost, may actually result in a higher 
rate to the consumer than manufactured gas. 
If this is the case there is no advantage in 
permitting natural gas to come into the 
state.” 


- 
Phone Rate Probe Started 


ay HE commission has started an investiga- 
tion of the rates and practices of the 
Wisconsin Telephone Company. Hearings 
opened with testimony by John Bickley, spe- 
cial investigator for the commission, who 
g.ive the results of examinations of the rec- 
ords of the telephone company and its re- 
ports to the commission. F 
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The Latest Utility Rulings 





Should Telephone Rates Be Reduced to Keep Pace with Other 
Commodity Prices? 


OME weeks ago the Alabama com- 

mission laid down the rule that, in- 
asmuch as utilities were not allowed 
to increase their rates during “boom” 
times to conform with rising prices of 
commodities generally, therefore, the 
utilities would not, during a period of 
economic depression, be compelled to 
reduce their rates to keep pace with the 
fall in general commodity price levels. 
This policy, which was referred to by 
some financial writers as the “Alabama 
doctrine,” attracted wide comment at 
the time and one other commission 
later seems to have followed the policy, 
at least in a modified form. 

Now comes a declaration by the Wis- 
consin commission which views the sub- 
ject from a different angle. The occa- 
sion for this declaration was an order 
of the commission authorizing the 
Mount Horeb Telephone Company to 


make a voluntary rate reduction of $3 
for each of the next nine months. The 
order praised the company for its policy 
in passing along to its subscribers all 
operating economies that it has been 
able to place into effect. The opinion 
stated that public utility companies 
should be willing to forego “normal” 
profits under the existing abnormal con- 
ditions and make efforts to reduce rates 
as general prices and incomes of cus- 
tomers go down. At a formal hearing 
on the application for a rate reduction, 
the officers of the Mount Horeb Tele- 
phone Company, a home-owned con- 
cern, testified that it was their belief 
that their subscribers were entitled to 
some relief because they “have suffered 
a serious loss in income as the result 
of low prices received for their prod- 
uce.” Re Mt. Horeb Telephone Co. 
2-U-133. 


District of Columbia Taxicabs Must Have Meters 


ee; supreme court of the District 
of Columbia, in an opinion by 
Judge Jesse C. Adkins, has sustained the 
action of the District of Columbia Pub- 
lic Utilities Commission in requiring all 
taxicabs to install meters. After a 
lengthy review of the evidence Judge 
Adkins reached the decision that the 
order requiring meters and the fixing 
of rates was reasonable and in accord- 
ance with the evidence and should be 
affirmed. The court said that the Dis- 
trict commission had studied all the 
questions involved so well that he could 
not improve on the order. The princi- 
pal grounds for sustaining the order, 
as set out in the opinion, were: 


“1. The present zone system is discrimi- 
natory and it is not possible to devise a 
nondiscriminatory zone system in the Dis- 
trict of Columbia. 

“2. The zone rates are unreasonably low. 
In many instances they are below cost. 
The earnings of the entire industry are 
inadequate if fair wages are to be paid the 
drivers. 

“3. The zone rate is possible only through 
the exploitation of rental drivers. The 
rental is paid first and the driver com- 
pelled to work unreasonably long hours 
and his earnings are insufficient. The only 
rental driver who received a bonus of his 
car was compelled to work thirteen hours 
a day for nine months without a day off. 

“4. The owner drivers are compelled by 
competition to adopt the same system and 
to work the same long hours. In many 
cases they are losing money. 


550 











her 


of $3 
. The 
policy 
ars all 
- been 
Pinion 
panies 
rmal” 
1 con- 
rates 
* cus- 
aring 
ction, 
Tele- 


con- 
relief 
-d to 
fered 
esult 
rod- 

Co. 





. “5. The long-hours will seriously impair 
the efficiency of the drivers and endanger 
the public. Serious accidents are likely 


to occur. é : beatae 
“6. The system increases cruising in con- 


gested areas; causes drivers to refuse un- 
profitable havis, and causes frauds and dis- 


putes.” 


The court observed that the use of 
a taxicab meter is compulsory in most 
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large cities of this country and has 
been required in the District of Co- 
lumbia for many years. The court re- 
ferred to the definition of a “taxicab” 
in a Webster’s Dictionary as a motor 
vehicle for hire “fitted with a taxi- 
meter.” City Cab Corp. et al. v. Dis- 
trict of Columbia Public Utilities Com- 
mission. 


e 


The Alabama Commission Has No Jurisdiction to Eliminate 
Radio Interference 


TTORNEY General Thomas E. 
Knight, Jr., of Alabama, has ruled 
that the commission of that state has 
no jurisdiction to eliminate radio receiv- 
ing interference caused by induction 
from power lines adjacent to stores or 
residences. The attorney general’s 
opinion was given in answer to an in- 
quiry by President Hugh White of the 
commission, who observed that his 
board had received several complaints 
against radio interference caused by 
transmission lines. Mr. Knight in his 
opinion stated in part as follows: 
“In my judgment, the Alabama Public 
Service Commission is without authority 


to require electric utilities to eliminate 
radio interference caused by transmission 


lines of such utilities, such lines being 
located near or adjacent to stores and 
residences. Such matters are beyond the 
jurisdiction of the commission. 

“The public service commission does not 
exist for the purpose of settling or ad- 
judicating the equities or rights of parties 
in such matters. Such matters must be 
settled in the courts and not by the public 
service commission. Our courts exist for 
the purpose of settling such disputes and 
controversies. The public service commis- 
sion does not exist for such purpose. I am 
convinced that the commission is without 
jurisdiction and authority to require the 
elimination of such interference by the re- 
moval of such transmission lines.” 


Re Elimination of Radio Interference 
by Power Line Induction. (Op. Atty. 
Gen.) 
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Water Company Is Not Required to Serve Distant Parts of Town 


ro charter of a water company, 
under a ruling by the superior 
court of Pennsylvania, may provide for 
service in a particular town without 
placing upon the company the obliga- 
tion to serve every part of the town. 
The court set aside an order by the 
public service commission requiring the 
Wyoming Valley Water Supply Com- 
pany to furnish service in Beaver 
Brook, which is a village in Hazle town- 
ship, Luzerne county. 

One of the former corporations 
making up the Wyoming Valley Water 
Supply system had a charter providing 
for service in Hazle township. The 
court explained that in Pennsylvania a 
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township is the only recognized govern- 
mental division in the state for more 
sparsely settled communities. Villages, 
hamlets, and towns, outside of incor- 
porated towns created by special statute, 
have no legal recognition or boundaries 
in the state. The court was of the 
opinion that the situation was unlike 
that of a water company chartered to 
serve a borough or city where the obli- 
gation might extend to the whole 
borough or city. It was said that the 
corporation would secure no exclusive 
right to serve the public in the whole 
township, but that a half dozen differ- 
ent corporations might be chartered to 
serve a half dozen different communi- 









PUBLIC UTILITIES FORTNIGHTLY 


ties in one township, and the corpora- 
tion assumed no corresponding abso- 
lute duty to serve the public all over 
the township. 

Aside from the charter obligation the 
court considered the question whether 
the requirement of service was reason- 
able, and concluded that since there was 
a mining company serving in Beaver 
Brook, this company, if any, should be 
required to render the service, instead 
of being permitted to cease water serv- 
ice along with its mining operations. It 
appeared that the Wyoming Valley 
Company would either have to extend 
its mains over a mile to start service 
in Beaver Brook, or would have to ac- 


quire and operate the existing plant of 
the mining company. 

A contention that neither the mining 
company nor a water company which it 
had organized, but not put into opera- 
tion, had received a certificate of public 
convenience and necessity from the 
commission and that operation of the 
water system was unlawful would, it 
was said, be no objection to the 


‘commission ordering the present com- 


pany to continue service, since such 
an order would itself amount to a 
certificate of public convenience. Wy- 
oming Valley Water Supply Co. v. 
— Service Commission, 159 All. 
40. 
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Other Important Rulings 


te testimony of a general super- 
intendent of a railroad respecting 
the earnings of the carrier, and based 
upon records compiled by another em- 
ployee of the carrier and not upon per- 
sonal knowledge, was held incompetent 
in a proceeding before the state com- 
mission by the supreme court of Ohio. 
The communities served by the alleged 
unprofitable train were held by the 
court to be entitled to about eleven 
months to make the line self-sustaining 
before the railroad could again petition 
for discontinuing service. New York 
Central Railroad Co. v. Ohio Public 
Utilities Commission et al. (Ohio Sup. 
Ct.) No. 23172, 179 N. E. 739. 


In an order written by Commissioner 
David E. Lilienthal, the Wisconsin 
commission has directed an investiga- 
tion of the natural gas situation between 
distributing and pipe line companies in 
that state. The order suggested that 
unless the Wisconsin gas utilities make 
contracts with the natural gas pipe line 
companies whose lines are approaching 
the state in such a way as to pass “ade- 
quate benefits” on to the consumers, 
the commission will entertain applica- 
tions of the pipe line companies them- 
selves to distribute their own product. 
The commission recognized the fact that 


the pipe line carriers are at present 
negotiating with nine Wisconsin public 
utilities. The purpose of the forth- 
coming investigation will be to “protect 
public interest” in the outcome of such 
negotiations. Re Natural Gas Com- 
panies. (Wis.) 


Contrary to an erroneous report in 


‘the March 31st issue of Pustic UrTiti- 
“TIES FoRTNIGHTLY the Oklahoma Cor- 


poration Commission has announced 
that it is unable to reach any agreement 
on reduced rates for the Community 
Natural Gas Company and the Lone 
Star Gas Company of Texas. Chair- 
man Walker has signed an order to 
reduce the rates from 76 to 62 cents 
at the burner tip, and from 40 to 283 
cents at the gate. The two other mem- 
bers of the commission, however, have 
refused to sign Chairman Walker’s 
order due to the fact that they favor 
different rates. Mr. Childers favors a 
burner rate of 45 cents and a gate rate 
of 25 cents, while Mr. Hughes has an- 
nounced that he favors a burner tip 
rate of 68 cents. Re Community Nat- 
ural Gas Co. et al. (Okla.). 


The California commission has held 
that its right to authorize the transfer 
of utility property from one company 
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to another is not restricted by the valid- 
ity of existing franchise rights of the 
utility to occupy certain streets. The 
ruling came as the result of a petition 
of the Truckee Public Utility District 
for a rehearing of a commission order 
approving the sale of power plant prop- 
erties between two private concerns. 
The Public Utility District urged that 
the commission’s decision was erro- 
neous because it purported to find that 
the purchaser of the private property 
had a legal right to continue operations 
within the town of Truckee, which by 
the terms of the franchise granted to 
its predecessor were limited to such 
predecessor. The commission’s opinion 
said that whatever might be the facts 
relative to the franchise rights, its own 
order did not presume to determine the 
validity or invalidity of such rights. 
Truckee Public Utility District v. 
Truckee Electric Light & Power Co. 
(Cal.). 


The supreme court of Ohio, in deny- 
ing the right of the city of Bellevue to 


oust the Lake Shore Electric Company 
from using the main street of that city 
for its interurban railway operations, 
because of the failure of the parties to 
negotiate a new franchise acceptable to 
both, stated : 


“Where a city permits a public utility 
operating an interurban railroad, carrying 
an intercity traffic, to occupy its streets, 
without objection, for a period of five 
years after the termination of its original 
franchise, the city is not entitled to a judg- 
ment of ouster putting an end to trans- 
portation service along its streets, ren- 
dered to the people of that city and other 
communities of the state using such public 
utility, without first procuring the consent 
of the public utilities commission.” 


City of Bellevue v. Lake Shore Electric 
Co. (Ohio Sup. Ct.). 


The Texas Court of Criminal Ap- 
peals has decided that a law of that 
state requiring the segregation of negro 
passengers from white passengers in 
common carrier cars or coaches does 
not apply to motor busses. Patillo v. 
State (Tex. Ct. Crim. App.). 


A railroad company was not permit- 
ted by the Colorado commission, except 
during a temporary seasonal slack 
period, to discontinue an unprofitable 
agency station, where there was evi- 
dence that the alleged loss in revenue 
was probably temporarily due to ad- 
verse economic conditions, and where 
the company had publicly pledged it- 
self to make an honest effort to main- 
tain railroad employment. Re Denver 
& Rio Grande Western Railroad Co. 
(Colo.) I. & S. Docket No. 173, Deci- 
sion No. 4064. 


Engineer officers of the War De- 
partment, when assigned to duty in 
connection with the improvement of 
rivers and harbors, or in connection 
with the work of the California Dé- 
bris Commission, are not “troops” of 
the United States within the mean- 
ing of the Federal Railroad Land Grant 
Acts, which provide for reduced rates 
for the transportation of troops in the 
United States, according to an opinion 
of the United States Supreme Court. 
Southern Pacific Co. v. United States 
(U.S. Sup. Ct.) No. 339. 


All operators of all public utilities in 
the state of North Carolina were or- 
dered by the North Carolina Corpora- 
tion Commission to keep their records 
of accounts in conformity with the 
Uniform Classification of Accounts 
adopted by the National Association of 
Railroad and Utilities Commissioners 
and the Interstate Commerce Commis- 
sion, with certain minor detailed modi- 
fications. Re Uniform Classification of 
Accounts (N. C.). 


A certain provision in a Pennsylvania 
utility’s schedule governing rates to 
power consumers having equipment 
ultimately calculated to meet certain 
demand requirements, which permitted 
the consumers to receive the advantage 
of such reduced wholesale rates during 
a “construction” period while the con- 
sumer was building up his load to such 
specified requirement, was held not to 


_apply to a consumer whose original in- 


stallation did not possess or contem- 
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